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COMMON STQCK AND SURPLUS DEBENTURE SUBSCRIPTION AGREEMENT

THIS COMMON 'STOCK AND SURPLUS DEBENTURE SUBSCRIPTION
AGREEMENT (the’ “Agreernent”) is, made and entered into as of, May 7, 2012 by and among
NORTH COAST LIFE INSURANCE ‘COMPANY, a Washmgton stock life insurance
company (the “Company”) and " CERTAIN CONTROLLING SHAREHOLDERS OF THE
COMPANY identified on the- s1gnature pages to this’ Agreement (the “Controlling
Shareholders™); ‘and GOVERNMENT PERSONNEL MUTUAL LIFE INSURANCE
COMPANY, a Texas mutua] life inisurance company (the “Purchaser’ ). :

WITNESSETH

WHEREAS, the Company is a stock life insurance company duly organized, existing and
in good standing under. the laws of the State of Washmgton with an authorized capital of
1,500,000 shares of common- stock w1th a par value of. $3.01 per share (the “Common Stock”), of
whlch 736,983 shares are 1ssued and ‘outstanding (the’ “Outstandmg Common - Shares”); and
1,000,000 shares of preferred stock with a par value of $1. 00 per share of which 360,791 shares -
are designated as Class’ “A” Preferred ‘Stock (the “Preferred Stock”) and are issued and
outstanding (the “Outstandmg Preferred Shares™); and

WHEREAS, the Purchaser is a mutual life insurance company duly organized, existing
and in good standing as a orgamzed under the laws of the State of Texas; and

WHEREAS, the Company, desues to redeem the. Outstandmg Preferred Shares at an
aggregate redemption price determined in accordance with resolutions of the Board of Directors
of the Company dated- August 5, 1992 (the “Preferred Stock Resolutrons”), establishing the
relative rights, -characteristics, preferences and lumtatlons of the Preferred Stock (the
“Redemption Price™), such redernption to be effective on the Redeinption Date as defined in this
Agreement and the: Company desires to fund such redemptlon by the issudnce of an additional
763,017 shares of Common- Stock (the “Subscription Shares”) to Purchaser at a price of $7.66
per share (the “Subscription’ Share’ Price”} and a surplus debenture in the form of Appendix 1
attached hereto and made a part-hereof, to be issued-by the Company to the Purchaser in the face
amount of $469,115 (the “Surplus Debenture”) to the Purchaser, and the Purchaser desires to -
purchase the Subscription Shares.and the Surplus Debentute from the Company;

NOW, THEREFORE in consideration of the mutual eevenants and agreements set: forth
in this Agreement, and’ for. othér good and valuable c0n81derat1on, the receipt and sufficiency of
which are hereby acknowledged the partres hereto agree as follows:

ARTICLE I
DEFINITIONS

1.1  Terms. Defined. The capitalized terms used in this Agreement and not defined
herein shall have the meanings specified in Exhibit A.

1.2 Other Definitional Provisions. Unless the context otherwise requires, (a)
references in this Agreement to the singular number shall: include the plural, and the plural
number shall include the singular; (b). words denoting gender shall include the masculine,
feminine and neuter; (¢) the words “hereof,” “herein” and’ “hereunder” and words of similar
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import refer to this Agreement as a whole and not to any particular provision of this Agreement,
(d) unless otherwise speéified, all Article and Section references pertain to this Agreement; (¢)
the term “or” means “and/or”’; and (f) the phrase “ordinary course of business and consistent with
past practice” refers to the business and practice of the Company, as the case may be.

- ‘ ARTICLE u )
PURCHASE AND SALE OF THE SUBSCRIPTION: SHARES AND THE SURPLUS
DEBENTURE AND CLOSING '

21  Purchase and Salé of the. Subscrlptmn Shares. and the Surplus Debenture.
Pursuant to the terms of .this Agreement ‘on the Closmg Date: (as” hereinafter defined), the
Purchaser hereby subscribes for and agrees to purchase the Subscnptron Shares and the Surplus
Debenture from the Company; and the Company shall sell and issue the Subscnptlon Shares and
the Surplus Debenture to the ‘Purchaser upon the terms “and COI‘ldlthIlS set forth in this
Agreement. :

2.2 Execution of Ancillary Agreements ‘On- the Closmg Date, the Controlling
Shareholders, the Company, the Purchaser, and a subs1d1ary of the Purchaser incorporated in the ,
State of Washmgton {the’ “Merger Sub™) shall enter into* an Agreement and Plan of Merger in
substantially the ‘form -of :Exhibit :B: attached. hereto- and made a- part hereof (the “Merger
Agreement”), and .the, Controlhng ‘Shareholders -and’ the Purchaser shall enter into a
Sharcholders’ Agreemerit in’ substantlally the form: of Exhibit C. attached hereto and made a part
hereof {the “Shareholders Agreement”), and, collectively,’ the “Ancdlary Agreements »

2.3 Redemptum Pnce. The Redemption Price on the’ Closmg Date shall be
determined by mulnglzmg (a) $10.00 per share for each share'of Preferred Stock outstanding on
the Closing Date, plus (b) acérued and unpaid dlwdends on-each share of Preferred Stock,
whether or not declared as of the Closmg Date; times {(c) the number of shares ‘of Preferred Stock
outstanding on the Closing: Date

24 ggregate Share Silbscngtlon Price and:Surplus-Debenture Price. The total
- number of shares of Common Stock subsctibed for and to be purchased by the Purchaser on the
Closing Date shall be all- of the authorized but umssued shares of Common Stock of the
Company, or 763,017 shares The:. aggregate purchase pnce of the Subscription Shares (the
“Aggregate Share Subscnptlon Price”) shall; be Five - ‘Million Elght Hundred Forty-Four
Thousand -Seven Hundred Tén Dollars: ($S 844,710.00). . The face amount of the Surplus
Debenture subscribed for and to be purchased by ‘the Purchaser on the Closing Date (the
“Surplus Debenture Pnce”) shall be Four. Hundred Slxty-Nlne ‘Thousand One Hundred Fifteen
Dollars ($469,115.00). '

2.5  Notice of Redemption. On a date to be mutually.agreed upon between the
Company and the Purchaser following the receipt of the Regulatory” Approvals contemplated in
Sections 5.1 and 6.1, or, if no date has been agreed upon, on the fifth Business Day following the
receipt of the Regulatory Approvals contemplated in Sections 5.1 and 6.1, the Company will, in
accordance with the terms and provisions of the Preferred Stock Resolutions, send a notice of

redemption (the “Redemption Notlce”) to the holders of the Outstanding Preferred Shares - -
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1}
specifying a date, not fewer than thirty (30) nor more than sixty (60) days prior to the date
specified in the Redemptlon :Notice for redemption of the Outstanding Preferred Shares (the

“Redemption Date”) by first class mail, ‘postage prepaid, to the last known address of each holder
of the Outstanding Preferred Shares s shown on the Books and Records of the Company.

2.6 The .Closmg; -.C-losmg--Date.-- The closing of the 1ssua1_1¢e and purchase of the
Subscription Shares: and the Surplus ‘Debenture conternplated herein (the “Closing”) will take
place, assuming satisfaction or waiver of each of the conditions Set forth in' Articles VII and VIII
hereof (other than delivery of -officers” certrﬁcates), at the ofﬁces ‘of the Company, 1116 West
Riverside Avenue, Spokane, Washmgton 99201, at 10:00 a.m. (Spokane time) on the Business
Day immediately precéding the Redemptlon Date (the “Closmg Date”). At the option of the
Parties, documents to be delivered at Closing may be delivered by facsimile transmission, and

the delivery of the orlgmal documents shiall be made on, the first Business Day following the
Closing Date. _

(a) At the Closing, the Parties shall (i) deliver the documents and certificates
required to be dehvered by. Articles VII'and VIII he'reof (i1) provide proof or indication
of the satisfaction of. waiver of each of the oondltlons ‘set forth in Articles VII and VIII
hereof;, (iv) execute and ‘deliver the Ancillary Agreements (111) consummate the purchase
and sale of the Subscnpt:lon Shares by delivery “of certificates representing the
Subscription Shares .duly ‘executed by the proper officers of ‘the Company, to the
Purchaser, transfemng -good and indefeasible title to the Subscription Shares to the
Purchaser, free and ¢lear of all encumbrances, and in ‘consideration of the Aggregate
Share Subscription Price; and (iv) consummate the sale of the Surplus Debenture by the
issuance of the Surplus Debenture, duly executed by the proper officers of the Company
to the Purchaser, in the pnn01pal face amount equal to the Surplus Debenture Price.

(b)y At the Closing, the Purchaser shall irrevocably deposit, in cash, the
amount of the Aggregate Share Subscription Price plus the Surplus Debenture Price in an
account designated by the Company (the’ “Redemption Account”) at Washington Trust
Bank, Spokane .Washington (the “Paying Agent”),: which shall be remitted by the
Purchaser to the’ Paymg Agent by wire transfer of umnedlately available funds to the
Redemption Account, and-the Company will deposit, in cash, an amount equal to: (i) the
Redemption Price, ‘minus (ii) the Aggregate Share Subscnptlon Price plus the Surplus
Debenture Price (the “Redemption Shortfall Amount™) by wire transfer of immediately
available funds to the Redemption ‘Account. The Company shall provide the Purchaser
with wire transfer- instructions . and bank routing numbers for the payment of the
Aggregate Share Subscription. Price and the Suiplus Debentire Price at least forty-eight
(48) hours prior to the Closing Date. The Controlling Shareholders agree that one-quarter
(25.0%) of any portion of the’ Redemption” Price payable to any of the Controlling
Shareholders for shares of Preferred Stock held by any of the Controlling Shareholders
shall be deposited (which, together with any amounts deposited pursuant to Section

1.03(a) of the Merger Agreement, the “Escrow Dep031t”) in the Indemnification Escrow
Account established pursuant to Subsection (¢) of this Section and held until the second
anniversary of the Effective Date (as defined in the Merger Agreement) of the merger of
the Merger Sub with and into the_ Company
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(©) Indemnification Escrow Account. On the Closing Date, the Purchaser and
the Controlling Shareholdérs will establish an escrow account (the “Indemnification
Escrow Account”) with Washington  Trust Bank, Spokane, Washington (the “Escrow
Agent™) pursuant to the terms and provisions of an escrow agreement entered into by and
among the Purchaser the Controllrng Shareholders and’ the Escrow Agent in the form -
attached hereto as' Exhibit D and hereby. made.a pa.rt hereof (the “Escrow Agreement”).
The Purchaser shall be respon51ble for all of the expenses of estabhshmg and maintaining
the Indemnification Escrow "Account, mcludrng, without. 11m1tat10n fees and expenses of
the Escrow Agent Upon the redemption of any shares of Preferred Stock held by any of -
the Controlling Shareholders, the. Controllmg Shareholders will direct the Paying Agent
to deposit one-quarter (25 0%) ‘of the’ Redemption Prrce ‘due and payable to the such
Controlling Shareholders: in the. Indemnification Escrow Account. On and after the
Effective Date of: the Merger the Exchange Agent de51gnated in the Merger Agreement -
shall dep051t a sum equal to one-quarter (25.0%) of the Common Share Merger Price (as
defined in the Merger Agreement) payable to the Controllmg Shareholders for the
Converted Cormmon Shares (as.defined in the Merger Agreement) ‘held by the Controlling
Shareholders, which will be held in the Indemmﬁcatron Escrow Account until the second
anniversary of the -Effective Date to secure the -performance of the Controlling
Shareholders’ - indemnification obligations “under this - Agreement and the Merger
Agreement. :

. ARTICLE IIX ‘
REPRESENTATIONS AND WARRANTIES OF.-THE C COMPANY AND THE
CONTROLL[NG SHAREHOLDERS

The Company and the Controlhng Shareholders hereby represent and warrant to the
Purchaser as follows:

31 Orgamzatlon The Company is a life insurance corporation duly orgamzed :
validly existing and in-good. standrng under-the laws of the State of Washington and is duly
authorized, qualified, or admittéd to do.business and in good standing in all other jurisdictions in
which the failure to be so-authorized, quahﬁed or adniitted and in good standing, individually or
in the aggregate with ottier sich- failures; has or may reasonably be expected to have a Material
Adverse Effect upon the: vahdrty or enforceability of this Agreement or the ability of the
Company to perform its oblrgatwns under this Agreement, or on the Business or Condition of the
Company. The Company and each of. the Controlling ¢ Shareholders has full power and authority
to enter into this Agreement, to issue and sell the Subscnptlon Shares-and the Surplus Debenture -
to the Purchaser upon the terms and conditions set forth’ héréin, and to perform its respectwe
obligations under this Agreement, and each of the Ancillary Agreements to which it is a party.
The Company has furnished to the Purchaser true and complete copies of the articles of
incorporation (as certified by the appropriate governmental or regulatory authorities) and the
bylaws of the Company, including all amendments thereto.

3.2  Authority. . The Board of Directors of the Company has duly and validly
approved this Agreement and the transactions ‘contemplated hereby. Each of the Controlling ‘
Shareholders has duly and validly approved this Agreement and the transactions contemplated
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hereby. The execution and delivery of this Agreement by the Company and the Controlling
Shareholders and the performance by the Company and the Controlhng Shareholders of each of
their respective obligations under this Agreement have been duly and ‘validly authorized by all
necessary corporate action on the part of the Company, and all necessary individual, corporate or
other actions required under the organizational documents ‘of each of the Controlling
Shareholders and the Company and each-of the Controlling Shareholders represents and warrants
that it has full power and. authorlty to enter into this Agreement and to consummate the sale of
the Subscription Shares and thie Surplus Debenture to the Purchaser. . This Agreement constitutes
a legal, valid, and binding obhgatton ‘of the Company and the Controlling Shareholders, and is
enforceable against the Company and the Controlling Shareholders in accordance with its terms,
except to the extent that (a) enforcement may be limited by or sub_]ect to any bankruptcy,
insolvency, reorganization, moratorium,-or similar Laws now or hereafter in effect relating to or
limiting creditors’ rights generally and (b) the remedy of specific performance and injunctive and
other forms of equitable relief are subject to certain equitable defenses and to the discretion of
the court or other similar Person before whlch any proceeding therefore may be brought.

3.3  Capital Stock, The authorized capital stock of the -Company consists of
1,500,000 shares of Common Stock .par value $3.01 per share, of which 736,983 shares are
vahdly issued and outstandmg, fully paxd and ‘non-assessable, and 1,000,000 shares of Preferred
Stock, par value $1.00 per share, of which 360,791 shares are validly issued and outstanding,
fully paid and non-assessablé.. 620,474 shares of the Outstandlng Common Shares are owned,
directly or indirectly, and beneﬁcmlly or of record, by the Controllmg Shareholders, and are free
and clear of all Liens, except ‘for ‘Liens disclosed in Section. 3.3 of the Disclosure Schedule.
There are no outstandmg securities, obligations, rights, subscnptlons warrants, options, charter
or founders insurance pohmes phantom stock rights, or (except for this Agreement) other
Contracts of any kind that give any Person the right to (a) purchase or otherwise receive or be
issued any shares of capltal stock of the Company (or any interest thereln) or any security or
Liability of any kind convertible into or exchangeable for any shares of capital stock of the
Company (or any mterest therem) or (b) receive any benefits or rights. similar to any rights
enjoyed by or accruing to. a holder-of the Common Stock or any rights to participate in the
equity, inoome,' or election of diréctors or officers of the Company.

34  Subsidiaries. Except as disclosed on Section 3.4 of the Disclosure Schedule, the
Company does not control (whether directly or mdlrect]y, whether through the ownership of
securities or by Contract or .proxy, and whether alone or in combination with others) any
corporation, partnership, busmess organization, or other similar Person. For purposes of this
section, “control” shall mean the power to' direct, or cause the direction of, the management and
policies of a Person, and shall be presumed to exist through the. ownership or the power to vote
ten percent (10.0%) or mote of the voting securities or authority of the Person.

3.5  No Conflicts or Violations. Except as.disclosed on Section 3.5 of the Disclosure
Schedule, the execution and delivery of this Agreement by the Company and each of the
Controlling Shareholders does not, and the performance by the Company and each of the
Controlling Shareholders of its respective obligations under this Agreement will not:
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(a) subject to obtaining the Regulatory Approvals :contemplated by Sections
5.1 and 6.1 hereof; v101ate any term or prov1s1ons of any Law or any writ, judgment,

decree, injunction, or: s1rmlar order apphcable to the Company or the Controlling
Shareholders; ' :

(b) conﬂlct w1th or result.in a violation or breach of, or constitute (with or -
without notice or lapse of tune or both) adefault under, any of the terms, conditions, or
provisions of the artrcles or certificate of mcorporatlon or,bylaws of the Company, or of
any organizational documents of the Controllmg Shareholders

{c) result in the creatlon or imposition ¢ of any L1en . upon the Company or the
Controlling Shareholders ‘or - any: of * their - respectlve Assets and Properties that
individually orin. the aggregate W1th any other Liens: ‘has or may reasonably be expected
to have a Matenal ‘Adverse Effect on the’ Valldlty or enforceablhty of this Agreement, on
the ability of the Company and the Controlhng Shareholders to perform its respective
obligations under this Agreement or-on the Business-or. Cond1t1on of the Company,

(d)  conflict with or result in a v1olatlcn or- breach of or constztute (with or
without notice or lapse of ttme or-both) a default under or glve to any Person any right of
termination; cancellat1on acceleratlon or modification ifi or with respect to, any Contract
to which either of the Company or any of the Controllulg Shareholders is a party or by
which any of thelr respective“Assets or :Properties may ‘be bound and as to which any
such conflicts, wolat:lons, breaches, defaults, or rights. mdwrdually or in the aggregate
have or may reasonably be expected to have a Material Adverse Effect on the validity or
enforceability. of ‘this - Agreement on the. ablhty “of the Company and each of the
Controlling. Shareholders 1o, perforrn its respectlve “obligations under this Agreement, or
on the Business or Condltlon of the Cornpany, or :

(e) require the Company or any of the Controlling’ Shareholders to obtain any
consent, approva.l or action of, or make any ﬁllng with.of gwe any notice to, any Person
except: (i) as contemplated in Section 5.1 hereof: (i) as.disclosed in Section 3.5(e) of the
Disclosure . Schedule or (111) those which the failure to- obtam ‘make,.or give individually
or in the aggregate wrth any. other such’ fallures has -or may Teasonably be expected to
have no Material. Adverse Effect on the validity or enforceabthty of this Agreement, on
the ability of the Company and each of the Controlling Sharehiolders to perform its
respective obl1gat10ns under tlus Agreement or on the Business or Condition of the
Company. ‘

3.6 Books and Records. The minute books and other similar records of the
Company contain a true and complete record, 1n ‘all Material respects, of all actions taken at all
meetings and by all written consents in lieu of meetmgs of‘the:shareholders, Board of Directors,
and each committee thereof of the Company. The Books and Records of the Company
accurately reflect in all Material respects thie-Businéss or Condition of the Company, and have
been maintained in all Material respects”in accordance with good business and booklceepmg
practices.
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3.7  SAP Statements. The Company has previously delivered to the Purchaser true
and complete copies of the following SAP Statements:

(a) Annual Statements of the Company for each of the years ended
December 31, 2008, 2009, and 2010 (and the notes relatmg thereto, whether or not
included therem), together w1th a report of .independent accountants for the Company,
certifying the accuracy thereof:

(6)  Quarterly Statements of the Company for each fiscal quarter in 2010 and
the first three qua.tters of 2011

(c) [ntemal Financial Statements of the Company for periods ending
December 31, 2010 and December 31, 2011;

(d) Reports of Independent Auditors of the.Company for each of years ended .
December 31, 2008, 2009 and-2010; and

(e) Ann'ual Statement for the year ended December 31, 2011.

Except as disclosed in Section 3.7 of the: Disclosure Schedule, fo the Best Knowledge of the
Company and the Controlling Shareholders, each such SAP Statement. comphed in all Material
respects with all applicable: Laws when' so filed, and all- Material deficiencies known to the
Company or the Controlling Shareholders with respect to any such SAP Statement have been
cured or corrected. To the Best Knowledge of the: Company and, the Controlling Shareholders,
each such'SAP Statemeént (and the notes relatirig thereto, ‘whether or’ not included therein),
including, without lumtatlon -each balance sheet and each:of the statements of operations, capital
and surplus account, and cash flow, contained in the respecttve SAP- Statement was prepared in
accordance with SAP, is. trug and complete in-all Material respects, and fairly presents the
financial condition; the Assefs-and’ ‘Properties, and-the L1ab111t1es of the Company as of the
respective dates thereof and the results of operatlons and changes in, capltal and surplus and in
cash flow of the Company for and dunng the respective penods covered thereby.

3.8  No Other Financial Statements Except for the financial statements described in
Section 3.7, (collectively, the “Financial Statements”) sirice December 31, 2010 no other
financial statements. have been prepared by or w1th respect to the Company (whether on a
GAAP, SAP, or other ba315) :

39 Reserves Except as disclosed on Section 3.9 of the Disclosure Schedule, all
reserves and other similar amounts with respect 1o’ msurance as estabhshed or reflected in the
SAP Statements of the Company dated as of December 31, 2010, March 31, 2011, June 30, 2011
and September.30; 2011 (including, without: limitation, the reserves and amounts reflected
respectively on lines 1 through 11.3 of page '3 of the December 31, 2010 Annual Statement and
March 31, 2011, June 30, 2011 and September 30, 2011 Quarterly Statements of the Company)
and the Annual Statement of the Company for the period ended December 31, 2011 were
computed in accordance Wlth commonly accepted actuanal standards consistently applied and
are fairly stated in accordance with sound actuarial pr1n01p1es that are in accordance with those

called for by the provisions of the related insurance Contracts and in the related reinsurance, .
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coinsurance, and other similar Contracts of the Company, which meet the requirements of the
insurance Laws of the State of Washington and each state or jurisdiction in which such insurance
Contracts were issued or delivered. *All such reserves and related actuarial items held in support
of the insurance Contracts of the Company, when considered i in light of the assets held by the
Company with respect to the reserves and related actuarial items, inclding, without limitation,
investment earnmgs on the assets-and’ considerations anticipated to:-be received and retained
under the insurance Contracts, w111 ‘make good sufficient- and. adequate provision (under
commonly accepted actuarta.l standards con51stently apphed and fairly stated in accordance with
sound actuarial pringiples)‘to cover the: ‘total amount of all reasonably anticipated matured and
unmatured benefits, dividends, claims, expenses and -other Liabilities of the Company under all
insurance Contracts under’ wh1ch the Company has or will have any L1ab111ty (inchuding, without
limitation, any Liabiljty artsmg under or as a résult of any reinsurance, coinsurance, or other
similar Contract) on the respectwe dates of such SAP Statements The Company owns assets
that qualify as legal reserve assets urider apphcable insurance Laws in i amount at least equal to
all such required reserves a.nd other similar amounts

3.10 Absence of Chang_s Except. as disclosed m ‘Section-3.10 of the Disclosure
Schedule or as reflectéd-in the’ Septernber 30, 2011 Quarterly Statement and December 31, 2011
Annual Statement of the Company, or except for changes or developments relating to the
conduct of the business of the Company after the date of this Agreement in conformity with this
Agreement or upon the requests of the Pufchaser, since December 31, 2010, there has not been,
occurred, or arisen any change in, or any évent (mcludtng W1thout limitation any damage,
destruction, or loss whetheror: not covered by insurance), condltlon or state of facts of any
character that individually or in. the aggregate has‘or may . reasonably be expected to have a
Material Adverse Effect on the' Busmess or Condition of the: Company. Except as disclosed in
Section 3.10 of the Dtsclosure Schedule (with paragraph references: corresponding to those set
forth below), or except as reﬂected in the September 30, 2011 Quarterly Statements of the
Company, or except for. changés or: developments relating to the conduct of the business of the
Company after the date of this Agreement in conformity with this Agreement or the requests of
the Purchaser, since December 31, 2010, the-Company has operated only in the ordinary course
of business and oons1stent with past practice, and (w1thout limiting. the generality of the
foregomg) there has not been occurred or artsen ‘

(a) any declaratlon, -setting aside, or payment of any d1v1dend or other
distribution in respéct of the. capital stock of the Company or any direct or indirect
redemption, purchase or other acqmsmon by the’ Company of any such stock or of any .
interest in or right to acqutre any such stock;

(b) any employment deferred compensation, or other salary, wage, or
compensation Contract entered mto between the Company and any of its respective
officers, directors, employees agents, consultants, or similar representatives, except for
normal and customary Contracts with agents, employees and consultants in the ordinary
course of business and consistent with past practice; or any increase in the salary, wages,
or other compensation of any kind, whether current or. deferred, of any officer, director, -
employee, agent, consultant, or other ‘'similar representatwe of the Company other than
routine increases that were made in the ordmary course of business and consistent with
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past practice and that did not result in an'increase of more than five percent (5%} of the
respective salary, wages,: or compensation of any such Person; or any creation of any
Benefit Plan or any contribution to or ‘amendmen’t or modification of any Benefit Plan;

(c) any 1ssuance sale or d1sposmon by the Company of any debenture, note,
stock, or other secunty 1ssued by the:Company, or any modlﬁcatlon or amendment of any
right of the holder of any outstandlng debenture note, stock, or other security issued by
the Cornpany;-

(d)  any Lien created on or in any of the Assets and Properties of the
Company, or assumed' by the Company. with respect. to any of such Assets and Properties, -
which Lien mdlwdually or in the- aggregate with ‘any other Liens has-or may reasonably
be expected to have a Matenal 'Adverse Effect on the Business or Condition of the
Company;

(e) any prepayment of any Liabilities which individually or in the aggregate
has or may reasonably be: expected to have a Material Adverse Effect on the Business or
Condition of the Company,

) any L1ab111ty involving the borrowmg of money by the Company;

(g) any L1ab111ty mcurred by the Company in any transaction (other than
pursuant to any insurance Contract éntered into in the‘ordinary course of business and
consistent ‘'with past practice) not” involving the borrowing of money, except such
Liabilities incurred by the Company, the result of which’ mdmdually or in the aggregate
could not reasonably be expected to have a Material Adverse Effect on the Business or
Condition of the Company;

(h) any. damage, destructlon or loss (whether or not covered by insurance)
affecting any of the Assets and Propertles of the Company, which damage, destruction, or
loss' individually or in the ‘aggregate has or nught reasonably be expected to have a
Matenal Adverse Effect on the Busmess or Condition of the Company;

(i) any work stoppage, strike, slowdown, other. labor dlfﬁculty, or (to the Best
Knowledge of the Company and the Controlling Shareholders) union organizational
campaign (in process or. threatened) at or aﬁ'ectmg the Company;

G) any Material change in any underwntmg, actuarial, investment, financial
reporting, or accounting practice or policy followed by the Company, or in any
assumption underlying such a practice or policy, or in any method of calculating any bad -
debt, contlngency, or other reserve for ﬁnanmal Teporting purposes or for any other
accounting purposes;

(k)  any payment, discharge, or satisfaction by the Company of any Lien or
Liability other than Liens or Liabilities that were paid, discharged, or satisfied since
December 31, 2010 in the ordinary course of business and consistent with past practice,
or were paid, discharged, or satisfied as required under this Agreement;
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)] any cancellation of any Liability owed to the Company by any other -
Person; ' .

(m)  any Material write-off or_ wnte-down of, or-any determination to write off
or down any of], the’ Assets and Propertles of the Company or any portion thereof;

(n) any Matenal sale, transfer or conveyance of any investments, or any other
Assets and Propertles of the ‘Company, except in the ordmary course of business and
consistent with past practlce or as othenmse requu‘ed by the terms of this Agreement;

{0)  any amendment, temnnatlon waiver, disposal, or lapse of, or other failure
to preserve, any license, perrmt or other form of authonzatlon of the Company, the result
of which individually or in the aggregate has or may. reasonably be expected to have a
Material Adverse Effect on the Business or Condition of the Company;

®) any transactlon or arrangement under' which the Company paid, lent, or
advanced any amount to or in respect of, or sold, transferred .or leased any of its Assets
and Properties or any .service to, any of the Controllmg Shareholders (except for
payments of salarles and wages in the ordinary course’of business and consistent with
past practice, and, except for payments made pursuant to any Contract disclosed in
Section 3.10(b) or:Section 3:17(a) of the Disclosure Schedule), or of any Affiliate of the
Company, or any-officer or.director thereof; (i) any busifiess or other Person in which
any Controlling’ Shareholder the Company, or any such officer or director, or any such
Affiliate has any material interest, except for advances' made tc, .or reimbursements of
expenses of, any of the’' Controlling Shareholders or any- officers or directors of the
Company for travel and other business expenses’ in reasonable amounts in the ordinary .
course of business and consistent with past practice; or advances or payments to any
Affiliate of the Company pursuant to any Contract of the type described in Section

3.17(g);

(@  any Material amendment of| or any failure to perform all of its obligations
under, or any default under, or any waiver of any right under, or any termination (other
than on the stated expiration date) of, any Contract that involves or reasonably would
involve the annual expendlture or receipt by the Company of a Material amount or that
individually or in the aggregate is Material to the Busmess or Condition of the Company;

(r) any Matenal decrease in the.amount of, or any Material change in the
nature of, the insurance Contracts in force of the Company or-any Material change in the
amount or nature of the’ reserves, ‘liabilities or other similar amounts of the Company with
respect to such insurance Contracts (incliding; without limitation, reserves and other
similar amounts of a type requ1red to be reflected respectively on lines 1 through 11.3 on
page 3 of any SAP Annual Statement of the Company);

(s) any amendment to the artlcles or certificate of incorporation or bylaws of
the Company except as’ otlierwise requ1red by the terms of this Agreement and the
Merger Agreement

10



® any termination, amendment, or execution hy the Company of any-
reinsurance, coinsurance, or other similar Contract, as céding or assuming insurer;

(u) any- expenditure or commitment” for- additions to property, plant,
equipment or other tangrble or mtang1ble capltal assets of the Company, except for any
expenditure or commitment the résult: of which: mdmdually or in the aggregate does not
have and may not~ reasonably -be expected to have a-Material Adverse Effect on the
Business or.Condition of the Company, ‘

) any amendment or introduction: by the Company of any insurance Contract
other than in the ordmary course of business and: consistent with past practice; or

(w)  any Contract to take any of the actions. descnbed in this Section other than
actions expressly permitted under tlus Sectlon -

3.11 No Undrsclosed Llabrhtles Except to the extent reflected in the balance sheet
included in the December 31;'2011. Annual Statement of the. Company (or in the notes relating .
thereto), or except as dlsclosed in ‘Section 3.11 “of the Drsclosure Schedule there were no
Liabilities (other than pohcyholder ‘benéfits payable in the ordmary course of business and
consistent with past practrce) agamst relatulg to, or affecting the Company as of December 31,
2011 that individually or in:the aggregate have or may reasonably be expected to have a Material
Adverse Effect on the Business or Condition of the Company. "Except to the extent reflected in
the balance sheet included in-the December 31, 2011 Annual Statement of the Company {or in
the notes relating thereto), or except as disclosed in Sectlon 3:11 of the Disclosure Schedule,
since December 31, 2010, the Company has not incurred- any'" L1ab111t1es (other than policyholder -
benefits payable in the ordmary course of busmess and-¢onsistent with past practice) that
individially or in the aggregate have or may reasonably be expected to-Have a Material Adverse
Effect on the Business or Cond1t10n of the Company

3.12 Taxes. Except as disclosed .in' Section 3.12. of the Disclosure Schedule (with
paragraph references correspondmg to those set forth below)

(a) Al Tax ‘Returns reqmred to be filed w1th respect to the Company have
been duly and timely filed, and all such. Tax Returns are true-and complete in all Material
respects. The Company has duly and timely’ pard all’ Taxes that are due, or claimed or
asserted by any taxing authority to be due, from the Company for the periods covered by
such Tax Returns or has.duly prov1ded for all such "Taxés in the Books and Records of
the Company and in accordance with SAP, mcludmg, wrthout limitation, in the Financial
Statements. There .are no L1ens with respect to' Taxes (except for Liens with respect to
real and personal property Taxes not yet due) upon any of the Assets and Properties of
the Company. :

(b)  With respect to any penod for which Tax Returns have not yet been filed,
or for which Taxes are not yet due or ‘owing, the. Company has' made due and sufficient
current accruals for such Taxes if its respectlve Books and Records and in accordance
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with GAAP and SAP, and such current accruals through December 31, 2011 are duly and
fully provided for in the’ Fman(:lal Statements of the Company for _the penod then ended.

(¢) . The United States‘federal income Tax Returns of the Company have not
been andited or examined by the. IRS and the. statute of limitations for all periods through
the year 2006 has-expired.” The state, ‘local,’ and foreign income Tax Returns of the
Company have not been audited or. examined, and: all statutes of limitation for all
apphcab]e state, local,.and forelgn taxable. penods through the respective years specified
in Section 3. 12(c} of the Dlsclosure Statement have explred “There are no outstanding
agreements, waivers, or alrangements extendlng the statutory ‘period of limitation
applicable to any claim for; or the penod for the oollectlon or assessment of, Taxes due
from the Company for any taxable perlod The Company has prevmusly delivered to the
Purchaser true and oomplete cop:es “of each of ‘the most recent audit reports relating to
the United States federal; state local; and forelgn mcome Taxes due from the Company
and the United States federal state, Jocal, and forelgn mcome Tax Returns, for each of
the last three taxable: years filed by the Company (msofar as such returns relate to the
Company, if ﬁled by any affiliated or consolldated group of which’ the Company was
then a member). :

(d No. audlt or other prooeedmg by any court, governmental or regulatory
authority, or similar Person is pending or (to the: Best Knowledge of the Controlling
Shareholders or- the Company) threatened with respect to any Taxes due from the
Company or any Tax,Return filed by or relating to the Company. To the Best
Knowledge of the Controllmg Shareholders and-the Company, no assessment of Tax is
proposed against the Company, or any of its Assets and Propertles

(e) No electlon under any of Sections' 108 168 338 441, 463, 472, 1017,
1033, or 4977 of the Code (or any predecessor provisions) has been made or filed by or
with respect to the Company or. any of its Assets and Propertles None of the Assets and -
Properties of the Company .is an asset or property ‘that the:Purchaser or any of its
Affiliates is or'will be requlred to treat as being owned by any other Person pursuant to
the prov1s1ons of Secnon 168(£)(8) of the. Intemal Revenue Code of 1954, as amended
and in effect unmedlately before’ the enactment of ‘the. Tax Reforrn Act of 1986, or
tax-exempt use property within the meamng of Section ' 168(h)(1) of the Code. No
closing agreement pursuant to Section 7121 of the Code {(or any predecessor provision) or
any similar. provision. of any state, local, or. forelgn Law has been entered into by or with
respect to the Company or any of its Assets and Properties.

® The Company has not agreed to, nor is it reqmred to make any adjustment
pursuant to Section 481(a) of the Code (or -any predecessor provision) by reason of any
change in any accouriting method of the Company, and the Company does not have any
application pending with any taxing authorlty requesting permission for any changes in
any accounting method of the Company: To the Best-Knowledge of the Controlling
Shareholders and the Company, the IRS has not proposed any such adjustment or change
in any accounting method of the Company. .



(g)  Neither the Company nor any of the Controlling Shareholders has been or
is presently in violation (or with-noticé or lapse of time or both, would be in violation) of
any applicable Law relating to the _payment or w1thholdmg of: Taxes ' The Company has
duly and timely withheld from’ employee salaries, ‘wages, and other compensation and
paid over to the appropriaté:taxing authorities all amounts required to be so withheld and
paid over for all penods under all: apphcable Laws.

(h)  Neither a.ny of the Controlhng Shareholders.nor, the Company is a party to,
is bound by, or has any. obhgahon under, any Tax: shanng Contract, Tax allocation
Contract or sumlar Contract; notw1thstand1ng any- dlsclosure contained-in the Disclosure
Schedule, the Controlhng ‘Shareholders’ and'the Company represent and warrant that, at
the Closing, neither the Controlling Shareholders nor the Company shall be a party to, be
bound by or have: any obhgatlon under, any.Tax' sharmg Contract, Tax allocation
Contract or surnlar Contract or arrangement The Company is not a foreign person
within the meamng of Sectlon 1445(f)(3) of the Code.

(1) Other. than a certam remsurance agreement: number YC-1 entered into
between the Company and: Purchaser dated Decernber 31, 2008 there are no reinsurance,
coinsurance, or other " sumlar Contracts under wluch the Company receives or has
received surplus rehef '

{)] The Cornpany has not made any.direct, indirect, or deemed distributions
that have been or could be taxed under Sectlon 815 of the Code. ‘

k) All cedmg commission expenses paid or accrued by the Company in
connection with * any assumptron reinsurance arrangement or' Contract .in which the
Company is or was- the Teinsurer have been. caprtallzed ‘and ;amortized over the life or
lives of such reinsurance arrangement or Contract in accordance with the decision of the

~ United States. Supreme -Court in. Colomal _American’ Life- Insurance Company v.
Commissioner-of Internal Revenue 109 S. Ct 2408 (1989). -

IO No Matenal L1ab111t1es have been proposed in connection with any audit
or other proceedmg by. any court; govemmental or regulatory authonty, or similar Person
with respect to any Taxes dite from the’ ‘Company or any Tax Return: filed by or relating
to the Company. - o

(m) Neither. any of the Controlhng Shareholders nor the Company is a party to
any agreement, contract, plan or arrangement that has resulted or would result, separately
or in the aggregate, in the _payment of any “excess parachute payrncn ” within the
meaning of Section 280G of the Code.

3.13 Litigation. Except as dlsclosed in Section 3.13 of the Disclosure Schedule (with
paragraph references correspondmg to those set forth below):

(a) There are no acnons :suits, investigations, or proceedings pending, or (to
the Best Knowledge of the Controlhng Shareholders) threatened, against the Controlhng

Shareholders, or any of the1r respectlve Assets and Propertles at law or in equity, in,
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before, or by any Person that individually or in the aggregate have or may reasonably be
expected to have a Material Adverse Effect on the 'vahdlty or enforceability of this
Agreement, on the ab111ty of the Controllmg Shareholders to perform their obligations
under this Agreement or on the Busmess or Condition of the Company.

(b) There are no. act10ns suits, mvestlgatlons or proceedings pending, or (to
the Best Knowledge of the Controlling Shareholders and the Company) threatened,
against the Company or any.of its Assets and Properties, at law or in equity, in, before, or
by any Person that md1v1dua]1y involve:a claim or claims for any injunctive or similar
relief or for damages that has or may reasonably be expected to have a Material Adverse
Effect on the Business or Condition-of the Company, or which contain or allege an
unspecified amount of damages _

(¢)  There are no writs, Judgments decrees, - or -similar orders of any Person
outstanding against the Company ‘that individually:or in the aggregate have or may
reasonably be expected to have a Material Adverse Effect on the Business or Condition
of the Company, and: there are no’ m]unctlons or similar. orders of any Person outstanding
against any of the Controlllng Shareholders or the Company,

3.14 Complial_lge"Wigh -Lgy_g. EXcept as disclosed in Section3.14 of the Disclosure

Schedule, the Company has not been and. currently is not in violation;(or with or without notice
or lapse of time or both, would be in violation) of any term or provision of any Law or any writ,
judgment, decree, injunction, or similar order applicable to. the Company or any of its Assets and
Properties, the result of which wolatlon md1v1dually or violations in'the aggregate has or may
reasonably be expected-to have a Material Adverse Effect on the- Business or Condition of the
Company Without lumung the generality of the foregoing:

1558836v11
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(a) Since January 1, 2009, the Company- has duly and vahdly filed or caused
to be so filed all reports, statements, documents, registrations, filings, or submissions that
were required by Law to be ﬁled with any Person and.as to which the failure to so file,
individually or in the aggregate with other such’ farlures, has or may reasonably be
expected to. have a ‘Material Adverse Effect on ‘the Business or Condition of the
Company; all such ﬁlmgs comphed with apphcable Laws in all Material respects when
filed and, no Material deficiencies have been asserted by any Person with respect to any
such filings. The: Company has previously delivered ‘to the Purchaser copies of the
holding company reglstratlon statements, including the most recent annual amendments
thereto, of the Company as ﬁled with the Insurance Commlssmner in its state of domicile.

(b) The Company has prewously delivered to the Purchaser the reports
reflecting the results of the most recent financial and market oonduct cxaminations of the
Company issued by the Insurance Commissioner in its state of ‘domicile. Except as
disclosed in Section 3.14(b) of the. Disclosure Schedule all Material deficiencies or
violations in such report have been resolved to the satisfaction of the Insurance
Commissioner of the state of domicile of the Company.
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(c)  To the Best Knowledge of the Controlling Share!:holders and the Company,
and except as disclosed in Section 3.14(c) of the Disclosure Schedule, all outstanding
insurance Contracts 1ssued remsured or underwritten by the Company are, to the extent
required under apphcable Laws, on forms which were. submitted to and approved by the
insurance regulatory authontles of each jurisdiction where such insurance Contracts were
issued or delivered, or. have been filed with and not objected to by such authorities within
the period provided: for objectton The ratés charged- for insurance under the insurance
Contracts issued by the Company have been- determined in accordance with usual and
customary actuarial’ pnnmples and practicés, and are not ‘based upon the race of the
insureds or proposed -insureds under such insurance Contracts. The Company has
procedures in place for coordmatmg policy information in the Company’s database with
the federal Social Security database to determine whether insureds under life insurance
and annuity Contracts are deceased ‘

(d) (i)  To the Best Knowledge of the ‘Controlling Shareholders and the
Company, SCCthIl 3:14( d) of the Disclosure Schedule contains a true and complete list of
each master or. prototype (as ‘well as ‘any 1nd1v1dually de51gned) pension, profit sharing,
defined benefit, Code Section: 401(1() and other retirement or employee benefit plan or
Contract (including, but not limited to, simplified émployee pension plans, Code Section
403(a), (b) and (c) annumes Keogh plans, and ‘individual retirement accounts and
individual retirement annu1t1es) offered or sold by the. Company to, or maintained or .
sponsored for the beneﬁt of any employees of, any other Person, and each determination
letter relating to the creatton or amendment of any such plan or Contract. To the Best
Knowledge of the. Controlllng Shareholders and the, Company, and except as disclosed in
Section 3. 14(d) of the Disclosure Sehedule ‘each such plan ‘or Contract in all material
respects conforms with; and has been offered, sold, maintained, and sponsored in
accordance. with, all apphcable Laws. To the ‘Best Knowledge of the Controlling
Shareholders and the Company, and except as dlsclosed in Section 3.14(d) of the
Disclosure Schedule, the Company.is not a fiduciary with respect to any plan or Contract -
referenced in tlus ectlon 3.14(d). ‘

(i) The Company does not prowde adxmmstrattve or other contractual
services for any plan or Contract referenced in this Section 3:14(d), including, but not
limited to, any third. party admlmstratlve services for an Emiployee Welfare Benefit Plan.

(111) - To the extent that the Company maintains any collective or
commingied funds or accounts which restrict the Persons who may invest therein to .
tax-exempt entities or: quahﬁed plans each such fund or aceount {of which a true and
complete list and descriptioni is disclosed in_ Section 3.14(d)(3) of the Disclosure
Schedule) has been established, maintained and operated in accordance with ail
applicable Laws, has maintained its tax-exempt status and has no nonqualified plans or
trusts or other taxable entities investing in it.

(iv) In addition to the representations and warranties contained in
Section 3.13, there are no claims pending,-or (to the Best Knowledge of the Controlling
Shareholders and the Company) threatened agamst the Company or any of its Assets and
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Properties, under any fiduciary liability insurance policy issuhd by or to the Company
that individually or in the -aggregate has or may reasonably be expected to have a
Material Adverse Effect on the Business or Condition of the Company.

3.15 Benefit: Plans ERISA

(2) Sechon 3 15( a) of the Disclosure Schedule: contains a true and complete
list and descnpt:ton of, and dlscloses the amount accrued or payable for the year ended
December 31, 2011 under each of the Benefit Plans and’identifies each of the Benefit
Plans that is an Employee Pension Benefit Plan or-an Employee Welfare Benefit Plan,
and sets forth the valuation date of each such Benefit Plan; Neither the Controlling
Shareholders. nor ‘the Company, nor any of its- Affiliates has any Contract, plan, or .
commitment, whether legally binding or not, to create any addltlonal Benefit Plan or to
modify or change any. ex1st1ng Benefit Plan. -Each contnbutlon or other payment reqmred
to be made or to be voluntanly made by thé Company on or “before December 31, 2011
with respect to any . of the Benefit Plans is disclosed:i ‘in Sect1on 3.15(a). of the D1sclosure
Schedule, together Wlth the date such contribution or payment is due or is to be made.
Except as disclosed in Section 3. 15(a) of the Dlsclosure Schedule, no Common Stock or
other security issued by the Company or any of it§- Afﬁhates forms or has formed a
material part of the Assets and Properties of any Benefit Plan.

b) None of the Benefit Plans is or has been a multi- employer plan, as that
term is defined in’ Sectmn 3(37) of ERISA. To the Best Knowledge of the Controllmg
Shareholders® and: the Company, there’ has been no-transaction, action, or omission
involving the Controllmg Shareholders or the Company, any ERISA Affiliate, or (to the
Best Knowledge-of" the Controllmg Shareholders and the : ‘Company) any fiduciary,
trustee, or administrator of any Benefit Plan, or any other Person dealing with any such
Benefit Plan or the related trust or funding vehicle; that in any manner violates or will
result in a violation (w1th or without notice or lapse of time or both) of Sections 404 or
406 of ERISA or constltutes or will constltute (with or w1thout notice or lapse of time or
both) a proh1b1ted transacnon (as defined in Section’ 4975(0)(1) ‘of the Code or Section
406 of ERISA) for which there exists’ neither a statutory nor a regulatory exemption and
which could subject the Company or any party in interest (as.defined in Section 3(14) of
ERISA) to criminal or civil sanctions under Section 501 or 502 6f ERISA, or to Taxes
under Code Section 4975, or to any other Liability.

(c) To the Best Knowledge of the Controlhng Shareholders and the Company,
and except as disclosed in Section 3. 15(c) of the Disclosure Schedule, there has been no
reportable event (as defined in Section 4043(b) of ERISA) with respect to any Employee
Pension Benefit Plan or any Employee Welfare Benefit Plan for which notice to the
PBGC has not been waived by rule or regulation. To the Best Knowledge of the
Controlling Shareholders and the Company, neither any of the Controlling Shareholders
nor the Company, nor any ERISA Affiliate has any Liability to the PBGC (other than any
Liability for insurance premiums not yet ‘due to the PBGC), to any present or former
participant in or beneficiary of- any Benefit Plan (or any beneficiary of any such
participant or beneﬁc1ary), or to any Employee Pension Benefit Plan or any Employee
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Welfare Benefit Plan. To the Best Knowledge of the Controlling Shareholders and the

Company, no event, fact, or circumstance has arisen or occurred that has resulted or may

reasonably be expected to result in any such Liability or a claim against the Company by

the PBGC, by any present or former participant in or any beneﬁc1a.ry of any Employee

Pension Benefit Plan or any Employee Welfare Benefit Plan (or any beneficiary of any

such participant or-beneficiary), or by any such Benéfit Plan. To the Best Knowledge of
the Controlling Shareholder$ and -the Company, and except as disclosed in Section

3.15(c) of the Disclosure Schedule, no filing has ‘been or will be made by the Controlling

Shareholders or the Company, or any ERISA Affiliate, and no proceeding has been

commenced, for the complete or partial termmanon of any Employee Pension Benefit

Plan or any Employee Welfare Benefit Plan, and -no complete or partial termination of
any such Benefit Plan has occurred or; as a result 6f the execution or delivery of this

Agreement or the consummatlon of the transactions contemplated hereby, will occur.

(d) Tothe Best Knowledge of the Controlling Shareholders and the Company,
all amounts that the Company is reqmred to pay by Law or ‘under the terms of the Benefit
Plans as a contribution or other payment to or in respect of such Benefit Plans as of the
last day of the most recent ﬁscal year of each of the Benefit Plans have been paid. The
funding method used in connect1on with each Benefit Plan that is or at any time has been
subject to the- ﬁ.mdmg requn'ements of Title I, Subtitle B, Part 3 of ERISA, meets the
requirements of ERISA and’the Code. No Beneﬁt Plan subJect to Title IV of ERISA (or
any trust established thereunder) has ever incurred any accumulated funding deficiency
(as defined in Section 302 of ERISA and Section 412 of the Code), whether or not
waived, as of the last day of the most recent fiscal year of such Benefit Plan. With
respect to any period for which any contnbutlon or other ‘payment to or in respect of any
Benefit Plan is not yet due or owing; the Company has made due and sufficient current
accruals for such contributions and-other payments in accordance with SAP, and such’
current accruals through December 31, 2011 are duly and. fully provided for in the
Internal Financial Staternents of the Company for the penod then ended.

()  To the Best Knowledge of the Controlling Shareholders and the Company,
each Benefit Plan is and has beén operated and administered in all material respects in
accordance with-all apphcable Laws; including, w1th0ut limitation, ERISA and the Code.
Each of the Employee Pension Benefit Plans and Employee Welfare Benefit Plans that is
intended to be qualified within the meaning of Section 401(a) of the Code is so qualified
and satisfies the requirements of Sections 401(a) and :501(a) -of the Code, or an
application for such-qualification has been filed with the IRS and is currently pending.
To the Best Knowlédge of the Controllmg Shareholders and the Compa.ny, there exists no
fact, condition, or set of circumstances. that has. or may reasonably be expected to have a
Material Adverse Effect on’the qualified status of any Employee Pension Benefit Plan or
any Employee Welfare Benefit Plan intended to be so qualified or the intended United
States federal income Tax treatment or consequences of any Employee Pension Benefit
Plan or any Employee Welfare' Benefit Plan, ‘None of the Benefit Plans, or any related
trust or funding vehicle, conducts or has conducted any unrélated trade or business as that
term is defined in Section 513 of the Code. All necessary governmental approvals,
determinations, and notlﬁcattons for all Employee . Pension Benefit Plans and all
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Employee Welfare Benefit Plans have been obtained, or an application for such approval,
determination or notification is pending with respect thereto: - ‘

(f)  To the Best Knowledge of the Controlling Shareholders and the Company,
the actuarial assumptions utilized, where appropriate, in connection with determining the
funding of each Ernployee Pension Beneﬁt Plan (as set forth'in the actuarial report for
such Benefit Plan) aré reasonable in all Matenal respeets Based on such actuarial
assumptions, as of Decernber 31, 2011 the.fair market value of the Assets or Properties
held under each. Employee Penswn Benefit . Plan exceeds the actuarially detérmined
present value of all accrued benefits of such Beneﬁt Plan (whether or not vested)
determined on an ongomg—Beneﬁt Plan basis.

(g) Except as dlsclosed in Section 3.15(g) of the Disclosure Schedule, and
except for claims by thll‘d ‘parties for benefits owed to participants or beneficiaries under
the Benefit Plans, and except’ for dlvorce proceedmgs there’ are no pending or (to the
Best Knowledge of -any of the Controlhng Shareholders or: the -Company) threatened
actions, suits, investigations, or'other. proceedmgs by any present or former participant or

beneficiary under any-Benefit Plan (or any beneﬁcmry of any-such participant or

beneficiary) involving any Benefit Plan or any rights-or beneﬁts under any Benefit Plan
or any rights or bénefits under any Benefit Plan othér than ordmary and usual claims for
benefits by partrcrpants or beneficiaries théreunder. ‘There is no writ, judgment, decree,
injunction, or similar; order of any court, governmental or regulatory authority, or other

similar Person outstandrng against or in favor of any. Benefit Plan"or any fiduciary
thereof

3.16 Properties. Except as disclosed in Section 3.16 of the Disclosure Schedule (with

paragraph references oo'rresponding to those set forth below):

(a) The Company has good and valid title to all debentures, notes, stocks,
securities, and other assets that are.of a type required -to be. disclosed in Schedules B
through DB of its- SAP Annual Statement and that are owned by it, free and clear of all
Liens.

()  The Company owns good and 1ndefea31ble title to, or has a valid leasehold
interest in, all real property used in the conduct of its business, operations, or affairs, and
are of a type requrred to-be dlsclosed in Schedule A of its SAP Annual Statement, free

and clear of all Liens. No. nnprovement on any such real property owned leased, or held
by the Company encroaches upon any real property of any other Person. The Company
owns, leases, or has a valid nght under Contract to use “adequate means of ingress and
egress to, from, and over all such real property.

(c) The Company owns good and- indefeasible title to, or has a valid leasehold

interest in or has a valid right under Contract to use, all tanglble personal property that is

used in the conduct of its respective business, operations, or affairs, free and clear of all

Liens.
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(d)  The Company has, and at all times after the Closmg Date will have, the
right to use, free and. clear of any royalty or other payment obligations, claims of
infringement of alléged" 1nfr1ngement or other Llens all marks, names, trademarks,
service marks, patents patent rights, assumed names, logos, trade secrets, copyrights,
trade names, and service marksthat are .used in the conduct of its respective. business,
operations, or affairs (of Wlllch 'a true and ‘complete’list and description is disclosed in

Section 3.16(d) of the Dlsclosure Schedule), and -all’ computer software, programs, and
similar systems owned by or licensed to thé Company, or any Affiliate of the Company,
or used in the conduct of its busmess operations, or affairs (of ‘which a true and complete -
list and description is drsclosed in Section 3. 16(d) of the Disclosure Schedule). Neither
the Company nor any of 1ts Affiliates is in conflict w1th or in v101atron or infringement of,
nor has the Company or any Affiliate received any noticeof any conflict with or violation
or infringement of or ary claimed conflict with; any agserted rights of any other Person
with respect to any mtellectual property or any computer software, programs, or similar

systems, including,- witheut lumtatron any of such 1tems d1sclosed in Section 3.16(d) of
the Disclosure Schedule - '

3.17 Contracts, Section 3 17 of the Dlsclosure Schedule (wrth paragraph references

corresponding to those set forth below) contains a true and complete list 'of each of the following
Contracts or other documerts or arrangements (true and_complete coples or, if none, written
descriptions, of which have been made available to the Purchaser together with all amendments

thereto), to which the Company is a party or by which any of i 1ts respectlve Assets and Properties
is or may be bound:

1558836v11
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(a) all employrnent agency, consultation, or representation Contracts or other -
Contracts of any type (including, without limitation, loans or advances) with any present
officer, director, employee, agent, consultant, or other similar representative of the
Company (or - former officer, -director, employee agent, consultant or similar
representative of the Company, 1f there exists any present or. future 11ab111ty with respect
to such Contract, whether now existing of contmgent) (other than Contracts with
consultants and similar- representatlves whodo not receive compensatlon of $50,000 or
more per year and other than employment or agency Contracts with agents who do not
receive cornpensatlon of $50,000 or more per year), and ‘the.name; position, and rate of -
compensation of .each: such. Person and the expiration date of each such Contract, as well
as all sick leave; vacation, hol1day, and ‘other similar practrces, procedures, and policies
of the Company estabhshed or admrmstered other than as. Beneﬁt Plans;

(b) all Contracts with any. Person contauung any provision or covenant
limiting the ability of the Company to engage in any line of business or to compete with
or to obtain products of services from any Person or limiting the ability of any Person to
compete with or to provide products or services to the Company; ‘

{c) all partnership, joint venture, profit-sharing, or similar Contracts with any
Person (other than Benefit Plans);
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(d)  all Material Contracts relating to the borrowing of money by the Company
or to the direct. or indirect guarantee by the Company of any obligation for borrowed
money for the- Company. or any of its Affiliates, or any other Liability in respect of
indebtedness of any other Person including without limitation any Contract relating to
the maintenance -of compensatmg balances that are not termmable by the Company
without penalty upon-not more than sixty (60) calendar’ days notlce any line of credit or
snmlar facility, the payment for property, products, or semces of any other Person even
obligation to take-or-pay, keep-well make-whole or’ mamtam' surplus or earmngs levels
or perform other ﬁnanc1al ratios or requirements;. .Section 3.17(d) of the Disclosure
Schedule contains a true and complete list of any requirements for consents or approvals
of creditors needed to consummate the transactions contemplated hereby;

(e) all leases or subleases of real- property used‘i 1n the business, operations, or
affairs of the Company, and all other leases, subleases, or rental or use Contracts for
which the Company i is 11ab1e '

{H) all Contracts relating - to the future dlsposmon or acqulsmon of any
investment in or secunty of any Person or of any interest in‘any busmess enterprise (other
than the dISpOSlthIl or dcquisition of mvestments in the- ordtnary course of business and
consistent with past ‘practice);

(g) all Contracts or arrangements (including, without limitation, those relating
to the sharing .or- allocat1on of expenses, personnel; services, or. facilities) between or
among the Coripany and any “of its Affiliates or any. other Person who is described in
Section 3.10(p); '

| (h) all retnsurance, coinsurance, or other similar- Contracts indicating, with
respect to each such Contract, theé information required to be d1sclosed in' Schedule S of
the SAP Annual Staternents of the Company;

(i), - all’ outstandmg prox1es powers of attomey, or similar delegations of
authority of the Company, except for powers of attorney for the service of process
pursuant to appllcable 1nsurance Laws; - - :

)] all Contracts for any product,: ‘service, equlpment facility, or similar item
(other than i msurance Contracts issuéd; reinsured;-or underwntten by the Company and
other than remsurance, _comsurance, and- other sumlar Contracts) that by its terms do not
expire or terminate- Or ‘are’ not termmable by the 'Company; without penalty or other
Liability, within six (6) months afiér December 31,2011; and, '

(k) all other Contracts (other than insurance Contracts issued, remsured or
underwritten by the Company) ‘that involve the payment or potential payment pursuant to
the terms of such Contracts, by or to the Company that'are Material to-the Business or
Condition of the Company :
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To the Best Knowledge of the Controlling Shareholders and the ;Company, each Contract
disclosed or required to be disclosed in the Disclosure Schedule pursuant to this Section is in full
force and effect and constitutes a legal, valid, and binding obligation of the Company and of each
other Person that is a party thereto in accordance with its terms; and neither the Company nor (to
the Best Knowledge of any of the Controlllng Shareholders or the Company) any other party to
such Contract is in violation or breach of or default- under any such Contract (or with or without
notice or lapse of time or both, would’ be in: v101at10n or’ breach of or default under any such
Contract). Except as d1sclosed ini- Section 3.17 of theé Dlsclosure Schedule (with a specific
reference to this sentence), the. Company is riot a party to or bound by any Contract that was not
entered into in the ordinary course of busmess and con31stent w1th past practice or that has or
may reasonably be expected to’ have, md1v1dually or in'the aggregate with'any other Contracts, a
Material Adverse Effect on-thé Business or Condltlon of the’ Company The Company is not a
party to or bound by any collectwe bargalmng or snmlar labor: Contract

3.18 Insurance. Issiied’ or Assumed bv the Co _pany All of the life -insurance
policies and annuity Contracts’of the Company have been dlrectly issued by the Company or
assumed by the Company-in' transacttons mvolvmg assumptlon teinsurance and novation of the
life insurance pohcres and anriiity Contracts so that the Company is d1rect1y liableto the holders
of such life insurance policies and annuity- ‘Contracts, As of the date of this Agreement the
Company has, and as of the Closmg Date, the Compariy will have, no fewer than Ninety-Five
Hundred (9,500) life insurance p011c1es and annulty Contracts in force. and outstanding. Except
as required by Law or except as disclosed in Section 3.18 of the Disclosure Schedule (with |
paragraph references correspondmg to those set forth below):

(a) All insurance Contract benefits payable by the Company to any other
Person that is a party to“or bound by any insurance, reinsurance, coinsurance, or other
similar Contract with the Company have in all material respects been paid in accordance
with the terms of the insurance, reinsurance, coifisurancé and other Contracts under
which they arose, except for such benefits for whleh the Company reasonably believes
there is a reasonable basis to contest payrnent

(b)  No outstanding insurance Contract 1ssued reinsured, or underwritten by
the Company entitles the holder thereof or any other Person to receive dividends,
distributions, or to share in the income of the Company or to:receive any other benefits
based on the revenues or eammgs of the Company or any other Person.

(¢) The underwntmg standards utilized and ratings applied by the Company
and (to the Best Knowledge of the Controllmg Shareholders ‘and the Company) by any
other Person that is a- party to-or bound by any feinisurance, coinsurance, or other similar
Contract with the Company conform in all Material respects to industry accepted
practlces and to the standards and ratings required- pursuant to. the terms of the respective
reinsurance, oomsurance or other similar Contracts

(d}  To the Best Knowledge of the Controllmg Shareholders and the Company,
all of the Company’s liability under' insurance Contracts issued, reinsured, or
underwritten by the Company which is beyond the Company’s normal retention is fully |
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reinsured under valid reinsurance Contracts with solvent reinsurers, and all amounts to
which the Company is entitled under reinsurance, coinsurance, or other similar Contracts

(including without hmltatron amounts based on paid and unpaid losses) are fully
collectible. ’

() Tothe Best Knowledge of the Controlling Shareholders and the Company,
each insurance agent, at the time such agent wrote, .sold, or produced business for the
Company, was duly llcensed as an insurance agent. (for the type of busmess written, sold,
or produced by such i insurance agent) in the particular: ]unsd1ct1on in which such agent
wrote, sold, or produced suchi‘business for the Company '

® To the Best Knowledge of the Controlhng Shareholders and the Company,
no such insurance agent ‘violated (or w1th or w1thout notlce ‘or lapse of time or both, .
would have violated) any term or provision of any Law of any writ, judgment, decree,
injunction, or similar order applicable to the writing, sale, or production of business for
the Company.

(g)  The Controlling Shareholders and the Company do not-have any reason to
believe that the tax treatmefit under: the . Code of all’ insurance, annuity or investment
policies, plans, or Contracts “all’ ﬁnanc1a1 products; employee benefit plans, individual
retirement accounts or annuities;’ or ‘any simiilar or related policy, Contract, plan or .
product, whether mdmdual ‘group, ‘or othermse 1ssued or sold by the Company is not
and at any time has riot been the same or more favorable to the. purchaser, policyholder or
intended beneficiaries . thereof as the ‘tax treatment - under the Code for which such
Contracts qualified or. purported to qualify at the time of its issuance or purchase. For
purposes of this Sectién 3.18(g), the provisions of the Code relatmg to.the tax treatment
of such contracts shall include; but not be limited to, Séctions 72, 79, 89, 101,.104, 105,
106, 125, 130, 401, 402, 403, 404, 408, 412, 415, 419 419A, 501 505, 817, 818, 7702,
and 7702A: of the Code

3.19 Threats of :Cancellation. To the Best Knowledge of the Controlling
Shareholders and the Company, except as disclosed in Section-3.19 of the:Disclosure Schedule,
since December 31, 2011 no pohcyholder group of pol1cyholder Affiliates, or Persons writing,
selling, or producing ifisurance business that md1v1dually or in the aggregate accounted for five
percent (5.0%) or more of the premium or annuity income of the' Company for the year ended
December 31, 2011, has terminated or (to. the Best Knowledge of the Controlhng Shareholders
and the Company) threatened to terminate its’ msurance Contract or relationship ‘with the -
Company.

3.20 Licenses and Permits. Except as disclosed in Section 3.20 of the Disclosure
Schedule (wrth paragraph references corrésponding to those set.forth below):

(a) The Company owns or val1dly holds, all licenses, franchises, permits,
approvals, authorizations, exernptlons  classifications, certificates, registrations, and
similar documents or instruments that are reéquired for its business, operations, and affairs
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and that the failure to so own or hold has or may rcasonablj} be.expected to have a
Material Adverse Effect on its Business or Condition.

(b)  All such licenses, franchises, permits, approvals, authorizations,
exemptions, classifications, certificates, registrations, and similar documents or
instruments are valid and in full force and effect, and: ﬁ'ee of any restrictions imposed by
any Person. :

3.21 Operations Insurance. Section 3.21 of the Disclosure Schedule contains a true
and complete list and description of all liability, property workers compensatlon directors and
officers liability, and other similar insurance Contracts that i msure the business, operations, or
affairs of the Company, or affect or relate to the ownership, use; or operations of any of the
Assets and Properties of the Company.and that have been issued to the Company or any of its
Affiliates (mcludlng, without hmltatlon, the names and addresses of the insurers, the expiration
dates thereof, and the annual premiums and payment: terms thereof) or that are held by the
Company or by any Affiliate of the Company for the benefit of the Company or either of the
Company following the Closing. All such insurance is in' full force and effect and (to the Best
Knowledge of the Controllmg Shareholders and the Company) is' with financially sound and
reputable insurers and, in light of the business, operations, and: affairs of the Company, is in
amounts and provides coverage that are reasonable and customary for Persons in similar
businesses.

3.22 Intercompany. Llabllmes Except as reflected i m the December 31, 2011 Internal
Financial Statements of the:Company, or except as disclosed in Séction 3.22 of the Disclosure
Schedule, (a) there are no Liabilities between the Company, the” Coritrolling Shareholders, or any
of their Affiliates, and (b) néither-any of the Controlling Shateholders nor any of its Affiliates
provides or causes to be provided to the Company any products, scrvices, equipment, facilities,
or similar items that, in the case of this clause (b), individually or in the aggregate are or may
reasonably be expected to be Matenal to the Business or Condition of the Company. Except as
disclosed in Section 3.22 of the Disclosure Schedule, since December 31, 2011 no such
intercompany Liabilities of a Material amount have been paid, and all settlements of such
intercompany Liabilities have been made, and all allocations of such intercompany expenses
have been applied, in the ordinary course of business and consistent with past practice.

3.23 Bank Accounts. . Section 3.23 of the Disclosure Schedule contains a true and
complete list of the narnes and locations of all banks, trust-companies, securities brokers, and .
other financial institutions at which the Company has an account or safe deposit box or maintains
a banking, custodial, tradmg, or other similar relationship and.a true and complete list and
description of each such account, box, and relationship, indicating in each case the account
number and the names of the officers, employees, agents, or other similar representatives of the
Company transacting business with respect thereto.

3.24 Brokers. All negotiations relative to this Agreement and the transactions
contemplated hereby have been carried out by the Controlling Shareholders and the Company
directly with the Purchaser or the Purchaser’s agénts, without the intervention of any Person on
behalf of the Controlling Shareholders or the Company in such manner as to give rise to any

1558836v11
04764-004

<



valid claim by any Person -against the Purchaser, the Controlling Shareholders or the Company
for a finder’s fee, brokerage cornrmssron, or similar payment,.except.for Robert D. Shapiro and
The Shapiro Network, Inc., Mrlwaukee, Wtsconsm, which | ﬁrm was engaged by the Company
and whose fees shall be the sole respon31b111ty of the- Controllmg Shareholders. -

3.25 Disclosure. Neither this Agreement nor any certificate furnished by or on behalf
of the Controlling Shareholders or- the Company to the Purchaser in' connection with this
Agreement or the transactrons contemplated- hereby contains: any untrue statement of 2 Material
fact by the Controlhng Shareholders or the Company or omits to’state a Material fact by the
Controlling Shareholders or the Company necessary to make the statements herein or therein not
misleading in light of the cucumstances in which they were made '

ARTICLETV.
REPRESENTATIONS AND WARRANTIES OF THE PURCHASER

The Purchaser hereby represents and warrants to the Ccntrcllmg Shareholders and the
Company as follows: :

41  Organization. The Purchaser is a Texas mutual life insurance corporation duly
incorporated, validly. existing; and’in good standmg under the Laws of the State of Texas and has
full corporate power and authonty to enter into. this. Agreement and to perform its obligations
under this Agréement. The Purchaser is: duly licensed, quallﬁed ‘or adinitted to do business and
is in good standmg in all _]unsdlctrons in Wthh the failure to be so licensed, qualified, or
admitted and in good standmg, mdmdually or-in the aggregate wrth other such failure, has or
may reasonably bé expected to have a Material Adverse: Effect-on the validity or enforceability
of this Agreement, ‘on ‘thé’ ab111ty of -the Purchaser to perform its obligations under this
Agreement Or on. the Busmess or Condlnon of the Purchaser.

42 Authongy The Board of Directors of the Purchaser has duly and validly
approved this Agreement and the transactions contemplated hereby “The execution and delivery
of this Agreement by the- Purchaser and the performance by the Purchaser of its obligations
- under this Agreement have been duly and valrdly authorized by all necessary corporate action on
the part of the Purchaser. This. Agreement constitutes a legal, valid;-and binding obhgatron of
the Purchaser and is enforceable against the Purchaser in accordance with its terms, except to the
extent that enforcement may ‘be. limited by or subJect to.-any bankruptcy, 1nsolvency,
reorganization, moratorium, or-similar’ Laws now or hereaf’ter in’ effect relating to ‘or limiting .
creditors’ rights generally and the remedy of specific perfcrmance and injunctive and other
forms of equitable relief are stibject to. certam equitable defenses and to the discretion of the
court or other similar. Person before which-any prcceedlng therefore may be brought.

43  No Conflicts or Violations. ‘The execution and delivery of this Agreement by the
Purchaser does not, and the perforrnance by the Purchaser of its obligations under this
Agreement will not:
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(a)  subject to obtaining the Regulatory Approvals eontemplated by Sections
5.1 and 6.1 hereof, violate any term or provision of any, Law or any writ, judgment,
decree, injunction, or similar order apphcable to the Purchaser;

(b)  conflict with or result ina wolahon or breach ‘of, or constitute (with or
without notice or lapse of time or both) a default under any of the. terms, conditions, or
provisions of théarticlés ofi 1neorporat10n or bylaws of the Purchaser

(c)  resultin the creation or unposmon of any Lien upon the Purchaser or any
of its Assets and Properties that individually or in' the aggregate with ary other Liens has
or may reasonably be. expected to have’ a Material Adverse Effect on the validity or
enforceability of this Agreement or on “the ability “of thé Purchaser to perform its
obligations under this Agreement

(d  conflict with or result in a wolatton or breach of, or constitute (with or
_ without notice or lapse of timé or: both) a défault under, or g1ve 'to any person any right of
termination, cancellation, acceleratlon or modlﬁcatlon in or with respect to, any Contract
to which the Purchaser is a. party of by which any of its Assets and Properties may be
bound and as to “which any’ such conﬂlcts violdtions, breaches, defaults, or rights
individually or in the aggregate have or may reasonably be expected to have a Material
Adverse Effect on the validity or. enforceability of this Agreement or on the ability of the
Purchaser to perform 1ts ob11gat10ns under this Agreement or,

(e) require the Purchaser to obtain any eonsent approval or action of, or
make any filing with or give any notice to, any Person except as contemplated in Sections
6.1, as disclosed in wntmg to the Controllmg Shareholders and the Company, or those
which the failure to obtain, make, or give mdlwdually or in the. aggregate with other such
failures has or may reasonably be expected to have. ho Materlal Adverse Effect on the
validity or enforceability of this Agreement or on the ability of the Purchaser to perform
its obligations under thlS Agreement

4.4 thlgatlon There are no actions, sults mvestlgatlons or proceedings pendmg
against the Purchaser, or (to the . Best’ Knowledge of the Purchaser) threatened against the.
Purchaser, at law or in'equity, in, before, or by any Person, that md1v1dua11y or in the aggregate
have or may reasonably be expected to have a. Material Adverse Effect on the validity or
enforceability of this Agreement on the ability of the Purchaser to perform its obligations under
this Agreement or on the Business and Condition of the Purchaser.

4,5  Purchase for Investment The Subscnptlon Shares will be acquired by the
Purchaser for its own account for the purpose “of investment and. not for the purpose or with
intent of further offer, sale or other distribution or disposition thereof. ~ The Purchaser has
sufficient knowledge and experience in financial and business matters to evaluate the merits and
risks of its investrnent in the Subscription-Shares. The Purchaser will refrain from offering,
selling, transferring or otherw15e disposing of any of the Subscrrptlon Shares, or any interest
therein, in such manmner as to violate any registration provisions of state and federal securities
Laws.
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4.6  Brokers. All negotiations relative to this Agreement and the transactions
contermnplated hereby have been carried out by the Purchaser directly with the Controlling
Shareholders and the Company, w1thout the intervention of any Person on behalf of the
Purchaser in such manner as to give rise to any-valid claim by any Person against and of the
Controlling Shareholders, the Company or the Purchaser for a_finder’s fee, brokerage
commission, or similar payment except for Robert D. Shap1ro and The Shapiro Network, Inc.,
Milwaukee, Wisconsin; which_firm was engaged by the Company and whose fees shall be the
sole responsibility of the Controllmg Shareholders

s ARTICLE V o '
COVENANTS OF THE CONTROLLING SHAREHOLDERS AND THE COMPANY

The Controlling. Shareholders and the Company covenant and agree ‘with the Purchaser
that, at all times before the’ Closmg, each of the: Controlhng Shareholders will comply and will
cause the Company to comply with all of. the covenants and. prov1s10ns of: tlns Article V; except
to the extent the Purchaser. :mdy otherwise consent in writingor to the extent othervnse required
or permitted by this Agreement o

5.1 gl_l!atorv Agprovals The Controlling Shareholders and the Company will
take all commercially reasonable: steps necessary or desirable, and: proceed diligently and in good
faith and use all cornmercrally reasonable efforts to obtain,. as. promptly - as’ practlcable, all
approvals, authorizations; and clearances of goverm.nental and’ regulatory authorities required of
the Controlling Shareholders .or the Company to consummate the fransactions .contemplated in
this Agreement and the Merger Agreement 1nc1ud1ng, withotit llrmtanon the approval of the
Office of the Insurance Comrmssroner of the State of Washmgton for the issuance of the Surplus
Debenture and the payment of an’ extraordinary dividend to" the holders of the Outstanding
Preferted Shares in connection With the redemption of such Outstandmg Preferred Sharés by the
Company, the amendment to the Company’s articles ‘of incorporation to reduce.the par value of
its common stock to $1.67 per share, effectlve upon the consummation of the Merger; and the
issuance of a solicitation’ permit pursuant to RCW 48, 06.030 and 48.06.060 to authorize the sale
and issuance of the Subscnptlon Shares to’ the Purchaser; prov1de such other information and
communications to such govemmental and regulatory authorities “as the Purchaser or such
authorities may reasonably Tequest;’ -and cooperate with the Purchaser in obtarmng, as promptly
as practicable, all approvals, authonzatlons, and. clearances of governmental or regulatory
authorities and others required of the Purchaser to'consummate the- transactions contemplated in
this Agreement and the Merger Agreement, mcludmg, w1thout lumtatron any required approvals
of the Insurance Commissioner of the State of Washington, -

52 Investlgatlon by the Purchaser. - The Controlling Shareholders will provide, and
will cause the. Company to provide (a) ‘the Purchaser and its counsel,: -accountants, actuaries, and
other representatives with full access, upon prior notice and during normal business hours, to all
facilities, officers, employees, agents, accountants, actuaries, Assets- and Properties, and Books |
and Records of the Company and will furnish the Purchaser and such other Persons during such
period with all such information- and data” (mcludmg, without limitation, copies of Contracts,
Benefit Plans, and other Books and Records) conceming, the business, operations, and affairs of
the Company as the Purchaser or any of such other Persons reasonably may request and (b) the
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Purchaser with timely notice of and full access to all meetings (and all actions by written consent .
in lieu thereof) of the board ‘of directors and shareholders.of the Company involving matters
which are not in the ordinary course of business and consistent with past practice.

53 No Negotlatmns.. ete. The Controlling Shareholders will not take, and will not
permit the Company or any Affiliate of the Controlling Shareholders or the Company (or permit
any other Person acting for or on behalf of the Controlling Shareholders, the Company, or any
Affiliate of the Controlling Shareho]ders or the Company) to,_ take, directly or indirectly, any
action (a) to seek or encourage any offer or proposal from any Person to acquire any shares of
capital stock or any other securities of the Company or any interest therein .or Assets and
Properties thereof or any mterest therein; (b) to merge, consolidate, or.combine, or to permit any
other Person to merge, consolidate or combine, with the Company, (c) to hquldate dissolve, or
reorganize the Company in- a.ny manner; (d) to acquire or. transfer any Assets and Properties of
the Company or any interests therein, except as contemplated by the terms of this Agreement; (e)
to reach any agreement or understandmg (whether or not such agreement or understanding is
absolute, revocable, contingent, or conditional) for, or otherwise to attempt to consummate, any
such acquisition, transfer, merger, consolidation, combination, or reorgamzatlon or (f) to furnish -
or cause to be furnished any 1nformat10n with respect to the’ Company to any Person (other than
the Purchaser or the Office of the Insurance Commissioner of the State of Washington) that the
Controlling Shareholders or any- Affiliate of the Controlling Shareholders (or any Person acting
for or on behalf of the Controlhng Shareholders, the Company, or any other Affiliate of the
Controlling Shareholders or the Company) knows or has reason to believe is in the process of
attempting or considering any such acquisition, transfer, merger, consolidation, combination,
liquidation, dissolution, or reorgamzanon If the Controlling Shareholders the Company, or any
other Affiliate of the Controlling Shareholders or the Company receives from any Person (other -
than the Purchaser) any offer; proposal, informational request; inquiry or contact that is subject
to this Section, the Controlling Shareholders or the Company -will promptly advise such Person,
by written notice, of the terms of thlS Section and will promptly deliver a copy of such notice to
the Purchaser and advise the Purchaser fully concerning the identity of such Person, the terms of
any proposal or offer, or the nature of any informational request, inquiry or contact which is
made.

54  Conduct of Business. ‘Except to the extent otherwise permitted or required under
this terms and conditions of this Agreement the Controlhng Shareholders will cause Company to
conduct its business only in the ordinary course and consistent with past practice,. Without
limiting the generahty of the foregomg

(a) The Controlling Shareholders will use all commercially reasonable efforts
to (i) preserve intact the Company s present business organization, reputation, and
policyholder relations; (ii) keep available the services of the Company’s present officers,
directors, employees, agents, consuitants, and other similar representatives; (iii) maintain -
all licenses, qualifications, and authorizations of the Company to do business in each
jurisdiction in which it is so licensed, qualified, or authorized; (iv) maintain in full force
and effect all Contracts, documents, and arrangements referred to in Section 3.17 hereof,
(v) maintain all Assets and Properties of the Company in the working order and condition
as the same exist on the date of this ‘Agreement, ordinary wear and tear excepted, (vi)
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continue all current marketing and selling activities relating to the business, operations, or .
affairs of the Company, (vii) exercise all commercially reasonable efforts to maintain and
protect the confidential and proprietary nature of a11 of ‘each of the Company’s
pohcyholder lists, lists of the Company’s agents and producers billing records and
commission statements, marketing plans, lists of prospectwe customers or agents, and

other materials relating to the Company’s sales anid’ ‘marketing practices or in force
business, all of which, upon the request of the Purchaser; shall be marked or designated
by the Company as “confidential and proprietary | mformatlon (viii) upon the request of
the Purchaser, use their best efforts to retrieve all pohcyholder lists.and copies thereof in -
the hands of any persons other than executive officers or employees of the Company, and
make no further distributions of any such lists, except as-required in group billings and
commission statements:distributed in the: ordmary course of business; and (ix) upon the
request of the Purchaser, dehver to- each of the officers; agents and employees of the
Company a written statement adwsmg them of the proprietary” and confidential nature of
all of the information specified in subparagraph (a)(vii) of tlus Section and the possible
legal implications for such officers; ‘agents or employees of the usé or distribution of any
such information to -any persons or. for any purpose except a§ may. be' necessary in the -
ordinary course of business of the Company, and use-their best efforts to obtain written
acknowledgment of the receipt and understandlng of ‘such statement from each of the
officers, agents and employees of the Company .

(b) The Controlhng Shareholders will cause the Books and Records of the
Company to be maintained in' the usual manner that is con51stent with the form and
manner used by the Company to maintain the Books and Records of the Company during
the five (5) years prior to theClosing Date, and w111 not permit a Material change in any
underwriting, 1nvestment, actuarial, financial reporting, or aceountmg practice or pohcy
of the’ Company or in. any assumption underlying such: practlce or policy, or in any
method of calculatmg any bad- debt, contingency, or other reserve for financial reporting
purposes or for other accountmg purposes (including; without limitation, any practice,
policy, assumption, - or method - relatmg to or affecting the determination of the
Company’s investment income, reserves or other similar amounts, or operating ratios
with respect to expenses losses or lapses).

(©) The Controlhng Shareholders and the Company will: (i) properly prepare
and duly and timely file all reports and all Tax Returns requned to be filed with any
governmental or regulatory authorities with respect to the business, .operations, or affairs
of the Company; and (ii) duly and fully pay all Taxes indicated by such Tax Returns or
otherwise levied.or assessed upon the Compa.ny or any. of its Assets and Properties, and
withhold or collect and pay to the proper taxing authorities or hold in separate bank
accounts for such payment all Taxes that the Company is required to so withhold or
collect and pay, unless such Taxes are being contested in good faith and, if appropriate,
reasonable reserves therefore have been establishied and reflected in the Books and
Records of the Company in accordarice with’ SAP.

(d  The Controlllng Shareholders will cause the Company to: (i) cause all
reserves and other s1m11ar amounts with- respect to msurance Contracts established or
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reflected in the Books and Records of the Company to be (A) computed and reflected on
a basis consistent with those reserves and other similar amounts and reserving methods
followed by the Company at December 31, 2011 and (B) good, sufficient and adequate
(under commonly accépted actiarial standards con31stently apphed and fairly stated in
accordance with sound actuarial prmclples) to coverthe total amount of all reasonably
anticipated matured and unmatured benefits, d1v1dends losses, “claims, expenses, and
other Liabilities of the Company under all insurance Contracts pursuant to which the
Company has or will have any Liability (mcludmg, w1thout limitation, any Liability
arising under or as a result of any reinsurance, coinsurance, ‘or other similar Contract);
and (ii) continue to own assets that qualify as legal reserve assets under all applicable

insurance Laws in an amount at least equal to the required reserves of the Company and
other similar amounts.

(e)  The Controlling Shareholders and the Company will use all commercially
reasonable efforts to maintain in full force and effect- until the Closing substantially the -
same levels of coverage as the insurance afforded under the Contracts listed in Section
3.21 of the Disclosure Schedule Any ard’ all benefits under such Contracts paid or
payable (whether before.or after the effective date of this Agreement) with respect to the
business, operations, ‘affairs, or Assets and Properties of the Company will be paid to the
Company.

(f) The Controlling Shareholders will cause the Company to amend its lease
agreement with W, 1116 Riverside Partners prior to the Closinig Date to include a-
provision giving the Company the right to terminate the lease upon six (6) months’ notice
to W. 1116 Riversid€ Partners.

(8)  The Controlling: Shareholders will cau_se the Company to comply, and the
Company will continue to comply, in all Material respects, with all Laws applicable to its

respective business, operations, or affairs.

55 Financial Statements and Reports.

(@  As promptly as practlcable after the end of each calendar year and each
subsequent calendar ‘quarter commencing on the date ‘of this Agreement, the Company
will deliver to the Purchaser a true and complete:copy of the Annual Statement,
Quarterly Statements and Monthly Statements of the Company filed by the Company for
the preceding calendar- year, quarter or month, prepared in accordance with SAP, and
which shall present fairly the financial condition, the ‘Assets and Properties, and the
Liabilities of the Company as of the date(s) thereof and the results of operations, capital .
and surplus account, and cash flow of the Company for and dunng each of the periods
covered thereby; and

(b)  As promptly as practicable after the preparation thereof the Controlling
Shareholders and the Company will deliver to- the Purchaser true and complete copies of
such other Material financial statements, reports, or analyses as may be prepared by the
Company or any Affiliate of the Company and as relate to the business, operations, or
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affairs of the Company, including, without limitation; normal mtemal reports (such as
those reflecting monthly premiums, claims, ‘and cash flow) and spec1a.l reports (such as
those of consultants). ‘

(©) On the Closing Date, the ‘Company wrll delrver to the Purchaser a
certificate executed by President or the chief financial’ officer of the Company setting
forth: (i) a balance sheet- showmg the Closmg Date Company Value, and (ii) a certificate
executed by the Pre51dent of the Company, based upon a contemporaneous report of the
Company S mdependent actiary attached. thereto that there have been no Material
changes in the ‘statutory ‘reserves : -of the, Company from 'the last day of the preceding
month to the Closmg Date and that' the Company holds pollcy benefit and claims
reserves, premium reserves and other Liabilities and . reserves relatmg to insurance
Contracts in force on: the Closmg Date at least: equal to those shown on the December 31,
2011 Annual Statement of the - Cornpany, adjusted ‘for notmal changes of business in
force, and that the 11fe msurance pohc1es and annulty Contracts in force'in the Company
as of December 31, 201 1 have remamed in force (excepting normal lapses and maturities)
as of the Closmg Date

(d Asto each statement presentation and. other report or analysis required to
be delivered by the Company and the Controllmg Shareholders to the Purchaser pursuant
to this Section 5.5, the: Controllmg Shareholders or-the chief finaricial officer of the
Company, as appllcable shall certify to the Purchaser that, to the1r Best Knowledge the
same is a full and trie'statement of the matters therem referred to and of the condition
and affairs of the Company therem covered. S

' 5.6 Useof Proceeds The Controllmg Shareholders shall cause the. Company to use,
and the Company shall ‘use 'the proceeds réceived from the Purchaser as the Aggregate Share
Subscription Price and Surplus Debenture Pnce solely-and- excluswely to fund the redernptlon of
the Outstanding Preferred Shares.

5.7  Investments. From the-date of this Agreement to the Clos1ng Date the Company
will invest its future cash ﬂow any cash-from matured and ‘maturing investments, any cash
proceeds from the sale of any. “of its: respectlve Assets anid Properties, and any cash funds
currently held by the Company, in the ordmary course. of its business and consistent with past
practice to meet the reasonably ant1c1pated current obhgattons of the- ‘Company. All such
investments shall be limited fo-investment assets that shall be rated Class 1 or Class 2 by the
Securities Valuatmn Office of thie Nat1onal Association of Insurance Commissioners. The
Company shall provide ‘the Purchaser w1th advance telephone ema11 or written notice of any
proposed purchases, exchanges or sales or.investment assets of the Company at least twenty-four |
(24) hours in advance of any such- purchase exchange or sale, .and the Purchaser shall have the
right to disapprove all such purchases, exchanges or sales, and the- Company shall not complete
the proposed purchase, exchange or sale if the Purchaser provides the Company with telephone,
email or written disapproval within such penod The Company shall, within 15 days after the
Effective Date of the Merger (as defined in the. Merger Agreement), sell all of the real estate
mortgages on the books. of the Company shown on thie attached Exhibit G to R. J. Martin
Mortgage Company at an aggregate purchase pnce of $105, 783 11, less each principal payment
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made on such loans after February 19, 2012 times the “% of Balance” shown on such Exhibit G
corresponding to the loan on which the principal payment ‘was: made. - “R.J. Martin Mortgage
Company shall purchase such loans at the price computed as descnbed above.

5.8 Employee Matters

Except as may be requ1red by Law or as dlsclosed in. . Section 5.8 of the Disclosure
Schedule, or except for such representatlons promises, changes alteratlons or amendments that
do not and will not resulf in any Material Liability tothe - Company or- the Purchaser, or as
otherwise requested in writing by the Purchaser; the. Conlrollmg Shareholders will refrain, and
will cause the Company to refram, from directly or mdn'ectly '

(a)  making any. representation or' promise, oral or written, to any officer,
director, employee, agent, consultant, or other s1m11ar representattve of the Company
concerning any Benefit Plan;

(b)  making any change to, or-amending in- any way, the Contracts, salaries,
wages, or other oompensatlon ‘of any officer, d1rector, employee, agent, consultant, or
other similar representatlve of the Company whose arnual compensatlon exceeds
$50,000, other than routingé: changes or amendments that (i)“are made in the ordinary
course of businessrand cons1stent with past practice; (i) ‘do'not and will not result in
increases of more than five. percent. (5 0%) in the. salary, wages or other compensation of
any such Person, and’ (111) do not and will not- exceed din the aggregate, five percent
(5.0%) of the. total salaries, wages, and other cornpensanon of all employees of the
Company, or (iv) are made in accordance with preex1stmg contractual obligations;

{c) adoptlng, entenng mto amendmg, altenng, or terminating, partially or
completely, any Beneﬁt Plan;

(d except for routine agents contracts entered into by the Company with
insurance agents in the. ordmary course of business; adoptmg, entering into, amending,
altering, or tenmnatmg, pamally or completely, any employment,. agency, consultation,
of representation Contract that is, or-had'it been in ex1stence on the-effective date of this
Agreement would have been, required to-be dlsclosed in’ ectlon 3. 171 a) of the Disclosure
Schedule; : _

(e) approving any general or company—vvlde pay increases for officers,
directors, employees, agents, consultants ~or ‘other similar representauves of the
Company; or, : :

) entering into any Contract with any officer, director, employee, agent,
consultant, or other similar representative of the Company that is not terminable by the
Company, without penalty or other Liability, upon not more than sixty (60) calendar
days' notice.

59 No Charter Amendinents. The Controlhng Shareholders shall cause the
Company to take, and the’ Company shall undertake all corporate actlon to amend its articles of
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incorporation to reduce the par value of its Common Stock from $3 01 to $1.67 per share,
effective upon the Effective: Date of the Merger (as those terms are defined in the Merger
Agreement), and except for such amendment; the Controlling- Shareholders and the Company
will not further amend the articles or certlﬁcate of mcorporauon or bylaws of the Company and
will refrain from taking any action with respect to:any such’ amendment

5.10 No Issuance of Securities. The Controllmg Shareholders and the Company will
refrain from authorizing or issuing; any shares of capital’ stock or other equity securities, surplus
debentures or notes of the Company (other than the Subscrlptlon Shares ‘and the Surplus
Debenture), or from entering into any Contract or granting any’ option, warrant, or right calling
for the authorization or issuance of any such shares .or other. equlty securities, surplus debentures
or motes, or creating or issuing ; auy secuntles dlreetly or; 1nd1rectly convertible into or
exchangeable for any siuch shares or othér equity or debt secuntles or 1ssumg ‘any options,
warrants, or rights to purchase any such convertlble securities.

511 No Dividends: The Company w1ll refrain from declanng, sefting aside, or paying
any dividend or other dlsmbutlon in respect of its capltal stock “and from . du‘ectly or indirectly
redeeming, purchasing, or otherw1se acqumng any of its cap1ta1 stock ‘or any interest in or right
to acquire any such. stock o :

5.12 No Disposal of. Proper_ty Except as consented to-in wntmg by the Purchaser or
as otherwise expressly prov1ded in’ this' Agreement, the Company w111 not;(a) dispose of any of
its Assets and Properties or permrt any of its' Assets and Propertles 1o be' subjected to any Liens,
except to the-extent any such disposition or any such Lien is: -made or incurred in the ordinary
course of the business and consistent with past practice; (b) sell any.Material part of its insurance
products, operations, or business to any third party (other than sales’ of i insurance products in the
ordinary course of business consistent with past practice); (c) enter into any Contracts obligating
the Company to administer the insurance operations of any Person or (d) enter into any Contracts
permitting any Person to-administer the Company’s insurance operations. -Notwithstanding the
foregoing, prior to-the Closmg Date, the Controlling Shareholders will cause the Company to
enter into a binding agreement ‘whereby the Company shall agrée to sell its entire interest in 1124
West Riverside Ave. Partners at a price not less than the value of such investmentas shown on
the Company’s most recent SAP Statement: ~

5.13 No Breach or'Default,” The Company will not violate or breach, and will not
take or fail to take any -action that’ (w1th or without notice or lapse of t1me or both) would
constitute a violation, breach, or default in any way ‘under any term or provision of any Contract
to which it is a party or by which any of its Assets and Pioperties'i is'or may be bound.

514 Prepayments of Indebtedness. The Company will not create, incur, assume,
guarantee, or otherwise become liable. for, and will not cancel, pay, agree to cancel or pay, or
otherwise provide for a complete or partial discharge in advance of a scheduled payment date
with respect to, any Liability, .and will not waive any right to receive any direct or indirect
payment or other benefit under any L1ab111ty owing to it.
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5.15 No Acquisitions. Neither the Company nor the Controlling Shareholders will (a)
merge, consolidate, or otherwise' combine or agree to merge, consolidate, or otherwise combine
with any other Person, (b) acquire or agree to acquire blocks of business of, or all or substantially
all the Assets and Properties or capltal stock or other equity securities of any other Person, or (©
otherwise acquire or agree to aoqulre control or ownership of any other Person.

5.16 Intercompany Liabilities; Intercompany Contracts. - Except as otherwise
required by the terms of this Agreement, ‘neither the Controlling Shareholders nor the Company
will enter into any Contract with each other or any Affiliates or, except as required by any
Contract disclosed in Section 3.17(g) of the Disclosure. Schedule, engage in any transaction with
any of their respective Afﬁhates :

517 Tax Matters The Controllmg Shareholders will refrain, and will cause the
Company to refrain (a) from makmg, filing, or entering into (whether ‘before or after the Closing)
any election, consent, or agreement’ descrlbed in-Section 3.12(e) or Section 3. 12(f) with respect
to the Company or any of. its Assets and Properties and’(b) from entermg into, amending or
cancelling any reinsurance, oomsuranoe or other Contract descrrbed 1n Section 3.12(i) of the
Disclosure Schedule.

518 Vacancies on Board of; Directors. Prior to the Redemptlon Date, the Controlling
Shareholders and the Company -will not cause ‘the vacancy on the:Board of Directors created by
the remgnatlon ‘of 'a director- prewously elected by the holders 'of the' Outstanding Preferred
Shares to be filled, and shall cause the other d1rector elected by the holders of the Outstanding
Preferréd Shares and ~another member of the Board of Directors. desrgnated by the Controlling
Shareholders to resign from the’ Board of Dlrectors of the Compa.ny, and, upon the Redemption
Date, the Board of Directors will fake appropriate action to elect three (3) md1v1duals designated
by the Purchaser to the Boird of D1rectors of the Company.

5.19 Disclosure Schedule. The Controlling Shareholders and the Company. shall
deliver the Drsclosure Schedule: to'the Purchaser no later than ten (10) Business Days after the
date hereof.

5.20 Notice: and Cure. The Controlling Shareholders and the Company will notify the
Purchaser promptly in wntmg of ‘and contemporaneously. will provrde the Purchaser with true
and complete copies of ‘any and all information or documerits relatmg to, and will use all
commercially reasonable efforts. to cure before the Closing, any event, transaction, or
circumstance occurring after the date of this Agreement that-causes.or: ‘will cause any covenant or
agreement of the Contro}ling Shareliolders or the Company, under this’ Agreement to be breached,
or that renders or will render untrue any represéntation or. warranty of the Controlling
Shareholders or the Company contamed in this Agreement as if the same were made on or as of
the date of such event, transaction, ‘or circumstance. The Controlling. Shareholders and the
Company also will use all commerolally reasonable efforts to cure, before the Closing, any .
violation or breach of any représentation, ‘warranty, covenant, of agreement made by the
Controlling Shareholders or'the Company in this, Agreement, whether occurring or arising before
or after the date of this Agreement.
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ARTICLE VI L
COVENANTS OF THE' PURCHASER

The Purchaser covenants and agrees with the Controllmg Shareholders and the Company
that, at all times before the Closmg, thie Purchaser will, comply with all’ covenants and provisions
of this Article VI, except to the extent the Controlhng Shareholders ‘or the Company may
otherwise consent in writing or to the extent otherw1se requlred or perrmtted by this Agreement.

6.1 gg!atory Approvals. The Purchaser w111 (a) take: all cornmercrally reasonable
steps necessary or desirable,. and proceed dlhgently -and in good fa.rth and use all commercially
reasonable efforts to obtain, as promptly as practlcable all approvals authorizations, and
clearances of governmental and regulatory ‘authorities required’ of the Purchaser to consummate
the transactions contemplated in this Agreement and the Merger Agreement including without
limitation any required approvals of the insurance” regulatory ‘authorities in the State of
Washington; (b) provide such’othér information and communications to such governmental and
regulatory authorities as the Controlling Shareholders, the Company or such authorities may
reasonably request; and (c) cooperate with the Controlling- Shareholders and the Company in
obtaining, as promptly ‘as -practicable, all - approvals, authonzatlons and clearances of
governmental or regulatory ‘auttiorities required of the Controlllng Shareholders and the
Company to consummate’ the transictions contemplated in . thlS Agreement and the Merger
Agreement.

6.2 Notice and Cure: The Purchaser will notify the Controllmg Shareholders and the
Company promptly in ‘writing. of, and conternporaneously will' - provide the Controiling
Shareholders and the Cornpany with true and complete copies of any and all information or
documents relating to, and will use ail commercmlly reasonable efforts to cure before the
Closing, any event, transaction, or circumstance occurring after the date of this Agreement that
causes or will cause any covénant or agreement of the Purchaser under this Agreement to be
breached, or that renders or will render untrue any. representation or warranty of the Purchaser
contained in this Agreement as if the same were made on or as of the date of such event,
transaction, or circumstance. The Purchaser also will use all’ oommercrally reasonable efforts to
cure, before the Closing, any wolahon or breach of any representat]on warranty, covenant, or
agreement made by it in tl')lS Agreement whether occuirring or arising before or after the date of
this Agreement.

ARTICLE VII
CONDITIONS TO: OBLIGATIONS OF TIIE PURCHASER

The obligations of the Purchaser hereunder are sub_]ect to the fulfillment, at or before the
Closing, of each of the following. c¢onditions (all or any-of which may be waived in whole or in
part by the Purchaser).

7.1  Representations and Warranties. The representations and warranties made by
the Controlling Shareholders and the Company in this Agreement and the statements of the
Controlling Shareholders and the Company ‘contained in the Disclosure’ Schedule shall be true as
of the date of this Agreement, the certlﬁcatlons given pursuant to Section 5. S(d[ shall be true as
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i
of the date given, and all of such representations, warranties, certifications and statements shall -
be true on and as of the Closing Date:as though such representatlons warranties, ertlﬁcatlons
and statements were made on and as of thie Closing Date. .

72  Performance. The Controlling’ Shareholders and the Company shall have
performed and comphed with all agreements covenants, obllgatlons and conditions required by
this Agreement to be so performied or, complied with by them at’ or before the Closing Date,
including those specifically referred to elsewhere in this Article VIL. Tn addition, the Controlling
Shareholders and the Company shall have délivered to the Purchaser certlﬁcates dated as of the -
Closing Date and executed by . (a)' a duly authorized officer of each of the Controlling
Shareholders and (b) the president.and the secretary or any assistant secretary of the Company
certifying that each of the Controlllng Shareholders and the Company has duly and validly taken
all corporate action necessary to authorize its execution and delivery of this. Agreement and its
performance of its respective obligations under this Agreement (including, without Iimitation,
the issuance and sale of the Subscription Shares to the- Purchaser), and- that the resolutions (true
and complete copies of which shall be attached to the certlﬁcate) of the Controlling Shareholders
and the Board of Directors of the’ Company with respect to this Agreernent and the transactions
contemplated hereby have been duly and validly adopted and are in full force and effect.

7.3 Certificates of the Controlling. Sharcholders and the: Company. The
Controlling Shareholders and the Company shall each’have delivered to the Purchaser a
certificate, dated as of the Closmg Date in the form of Exhibit E hereto, certifying (with respect
to each of the Controlling Shareholders and the Company, respectwely) as to the fulfillment of
the conditions set forth in'this Article VII.  The Company shall have delivered to the Purchaser
the certificate required by Sectioni 5:5(c) of this Agreemeit.

74 No thlgatlon' or: Injunction. There shall not be in effect on the Closing Date
any writ, judgment, injunction, decree, or similar order of any court or. similar Person restraining,
enjoining, or otherwise prevénting consummation of any of the transactlons contemplated by this
Agreement.

7.5 No_ Proceeding or thlgatlon - There shall not be instituted, pending, or
threatened any action, suit, investigation, or other proceedmg in, before, or by any court,
governmental or regulatory. authority, or other Person to restrain, enjoin, or otherwise prevent
consummation of any of the transactions contemplatéd by this Agieement or to recover any
damages or obtain other relief as a result of this. Agreement ‘or any of the transactions
contemplated hereby or as a. result of any Contract entered into in connection with or as a
condition precedent to the consummatlon hereof (including, without limitation, any action, suit,
investigation or other proceeding seeklng to challenge the redemptlon or conversion of the
Preferred Shares at the ratio specified in the Preferred Stock Resolutions, or the issuance of the
Subscnptlon Shares to the Purchaser), or which action, suit, investigation, or other proceeding -
that may, in the reasonable opinion of the Purchaser result in a decision, ruling, or finding that
individually or in the aggregate has or may reasonably be expected to have a Material Adverse
Effect on the validity or enforceability of this Agreement, on ' the. ab111ty of the Controlling
Shareholders, the Company or the. Purchaser to perform its respectlve obligations under this
Agreement, or on the Business or Condmon of the Purchaser or the Company. There shall not
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be in effect on the Closing Date any voluntary or involuntary bankruptcy, receivership,
conservatorship, or sirnilar proceedmg with respect to the Company or any of the Controlling
Shareholders. :

7.6  Consents Authorlzatlons ete, All Regulatory Approvals orders, consents,
permits, authorizations, approva]s and waivers of every Person described in Section 6.1 and
necessary to permit the’ Purchaser to perform its obl1gat10ns ‘under this Agreement and to
consummate the transactions contemplated hereby- (mcludtng, w1thout ltrmtatton ‘the Regulatory
Approvals of the insurance regulatory authorities in the State of - Washmgton without the
abrogation or diminishment of the Company s certificate of authority or license or the imposition
of significant restrictions upon the ‘transactions contemplated hereby) shall have been obtained
and shall be in full force-and effect; and the Controllmg Shareholders and-the Company shall
have obtained all Regulatory Approvals ofders, consents, perrmts authonzatrons approvals and
waivers of every Person described i in Section 5.1; and the’ Purchaser shall have received evidence

sahsfactory to it of the receipt of such consents approvals authortzatlons clearances, expirations
and waivers. :

7.7 No_Adverse. Change.: Except as. dlsclosed in Sectlon 3.10 of the Disclosure
Schedule or as spemﬁcally reflected in the December 31 2011 Annual -Statement of the
Company (it being uriderstood ‘that no mformahon has been dlsclosed or reflected that has a
Material Adverse Effect upon ‘the Business or Condition of the Cornpany), or except for changes
or developments relatmg to-the conduct of the busmess of the Company after the date of this
Agreement in conformity with this Agreement or in response to the requests of the Purchaser,
since December 31, 2011 there shall not have been, occurred, or arisen any. ‘change in, or any
event (including, wrthout hmrtatlon any damage, destruction, or loss whether or not covered by .
insurance), condition, or’ state of facts of any character that 1nd1v1dua11y or in the aggregate has or
may reasonably be expected to have-a material adverse éffect-on the Business or Condition of the
Company. A

7.8  Due Diligence. - The Purchaser shall have completed its due d111gence
examination of the Books and Records of the Company and made such further inquiries and
investigation of the Company as provided in Section:5.2 as the Purchaser may, in its discretion,
deem necessary or appropriate,-and the. Purchaser shall -have: prov1ded ‘written notice to the .
Controlling Shareholders and. the‘Company, not later than thirty.(30) days after the execution of
this Agreement, of ‘its satisfaction with* the results of ‘such examination, inquiries and
investigation. ‘

: ARTICLE VIII L
CONDITIONS TO OBLIGATIONS OF THE CONTROLLING SHAREHOLDERS AND
: THE COMPANY -

The obligations of the Controlling Shareholders and the Company hereunder are subject »
to the fulfillment, at or before ‘the Closing, of ¢ach of the following conditions (all or any of
which may be waived in whole or in part by the Controlling Shareholders and the Company).
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8.1 Representations and Warranties. The representatlons' and warranties made by
the Purchaser in this Agreement shall'be’true as-of the-date of this Agreement and shall be true
on and as of the Closing Date as though such, representatlons and warranties were made on and
as of the Closing Date.

8.2  Performance. The Purchaser shall have performed -and complied with all
agreements, covenants, obhgatmns and conditions requlred by "this Agreement to be so
performed or complied with by the Purchaser ‘at ‘or before the Closmg Date

83  Officer's Certlﬁcates The Purchaser- shall have delivered to the Controlling
Shareholders and the Company a certificate, dated as of the: Closmg Date i in the form of Exhibit
F hereto and executed by the presrdent of the Purchaser certifying with respect to the Purchaser
as to the fulfillment of the conditions set forth in this Article-VIIL. " In addition; the Purchaser
shall have delivered to the Controlhng Shareholders and the Company a "certificate, dated as of
the Closing Date and executed by the presrdent and the secretary or any assmtant secretary of the
Purchaser certifying that the’ Purchaser has duly and’ validly taken all’ corporate action necessary
to authorize its execiition and- del1very of this Agreement and its: performance of its obligations
under this Agreement, and that the resolutions .(true and. complete copies of which shall be
attached to the certlﬁcate) of. the Board of Directors of-the ‘Purchaser with respect to this
Agreement and the transactlons contéemiplated hereby have been duly and validly adopted and are
in full force and effect.

84 No In]unctlon There shall not be in’ effect on ‘the: Closrng Date any writ,
judgment, injunction, -decree," or similar order of any court ¢f smnlar Person restraining, -
enjoining, or. otherwise preventmg consummatlon of any of the transactlons conternplated by this
Agreement. : : :

85 No Proceedmg or . thlgatlon There shall ‘not_be mstltuted pending, or
threatened any action, suit, mvestrgatron “or other proceedmg in, before or by any court,
governmental or regulatory authonty, or ‘other Person to-restrain, enJom Or. otherWISe prevent
consummation of any of the transactlons contemplated by this Agreement Or to recover any
damages or obtain other relief as a résult of this Agreernent or any of the transactions -
contemplated hereby (mcludmg, Wlthout luultatlon, any ‘action, suit, investigation or other
proceeding seeking to’ challenge the redemptlon or comnversion of the Preferred Shares at the ratio
specified in the Preferred Stock Resoluttons, or the issuance of the Subscnptton Shares to the
Purchaser) or as a result of any- Contract . entered into, in connectron with or as a condition
precedent to the- consurnmatlon héreof;, WlllCh action, suit. investigation, or other proceedmg may,
in the reasonable opinion-of- the Controlhng Shareholders ot the ‘Company, result in a decision,
ruling, or finding that mdrvrdually or in the- aggregate has or may reasonably be expected to have
a Material Adverse Effect on the validity or enforceability of-this Agreement, on the ability of -
the Purchaser or the Controlling, Shareholders and’ the Company to perform its respective
obligations under this Agreement.

8.6  Consents, Authorizations, etc. All Regulatory Approvals Regulatory Approvals
orders, consents, permits, authorizations, approvals and waivers of every Person described in
Section 5.1, and all orders, consents, permits, authorizations, approvals, and waivers of every
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Person disclosed pursuant to Section 3.5 and necessary to permit the Controlhng Shareholders
and the Company to perform its’ respective obli} gations under this Agreement and to consummate
the transactions contemplated hereby; shall have been obtamed ‘and shall be in full force and
effect, and the Purchaser- shall have obtained- all consents, approvals authorizations and
clearances referred to in Sectlon 6.1, and the: Controlhng Shareholders and the Company shall
have received evidence’ satlsfactory to. them of the recerpt ‘of such consents approvals,

authorizations, clearances, expu'atrons and waivers. ‘

: , ARTICLE X '
SURVIVAL OF PROVISIONS REMEDIES

9.1 Survival. - The representat1ons warrantles covenants .and agreements
respectively made by the Controlhng Shareholders the’ Company and the Purchaser in this
Agreement, in the Disclosure; Schiedule, or in any. certificate respectively delivered by the
Controlling Sharcholders, the Company or the Purchaser pursuant to Sectlon 7.3 or Section 8.3
will survive the Closmg of thrs Agreement and the Closing Date:

(a)  until the explratlon of .all applicable. statutes -of limitations (including all
periods of extension; whether automatic or permrsswe) in‘the case of the representations
and warranties of the: Controllmg Shareholders and the Company respectively set forth in
Sections 3.1, 3.2; 3.3, 3:12;'and 3.15 hereof and in the case of the indemnification
agreements respectlvely set forth in Sectrons 10.1, 10.2 and 10.3 hereof; and

(b) until the thirty-sixth (36™) month anmversary of the Closing Date in the
case of all other representatrons warranties, covenants, and- agreernents, except that
covenants and agreements to-be performed after the Closing: Date in accordance with
their terms will‘survive .until the last period to, whrch .any such Tax benefit could be
carried pursuant'to the Code, and-each 1ndemmﬁcat10n agreement as to litigation set forth
in clause (iii) of Sectron 10.3(a)- w1]l survive until a ﬁnal non appealable judgment has
been entered with respect to the last of such litigation.

If a Claim Notice or an Indemmty ‘Notice is glven in accordance with Section 10.5 before
expiration of the apphcable time. penod referenced above then (notw1thstand1ng such time
period) the representation,’ warranty, covenant, or agreement apphcable to" such claim shall
survive until, but only for purposes of, resolution of such’ claim.

9.2  Available :Remedies. . Each Party expressly. agrees that, consistent with its
intention and agreement to-be bound by the terms of this. Agreement and to consummate the
transactions contemplated: hereby, sub]ect on]y to the performance or satisfaction of precedent
conditions or of precedent requirements imposed upon another Party hereto, the remedy of
specific performance shall be available to a non-breaching and non-defaulting Party to enforce
performance of this Agreement by a breachmg or defaulting Party, including, without limitation,
to require the consummation of the Closmg on the Closing Date.
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 ARTICLEX
. INDEMNIFICATION - -

10.1 Tax Indemnification.

(a) Subject to the provisions of Article IX hereof, Section 10.4, Section 10.5
and this Section, the Controlling Shareholders, Jomtly and severally, ;agree to pay, and to
indemnify the Company and the Purchaser in respect of,-and hold éach of them harmless
against, any and all Losses for orin reSpect of Taxes actually 1ncurred by, imposed upon,
or assessed against the: Company or the Purchaser as a result iof or relating to the Tax
liability of the Company for any penod endmg on or before the Closing Date, to the
extent that the Company has not made due and sufﬁc1ent cufrent acéruals for such Taxes
on its Books and Records and in accordance with SAP as of the Closing Date,

()  The Controlhng Shareholders will notify the Purchaser or (if applicable)
the Purchaser will notify’ thé Controlling Shareholders prornptly of the commencement of

any claim, audit, exammahon or other proposed change or adJustment by any taxing

authority concerning; any Tax orother Losses covered by Sectlon 10. 1( a) (“Tax Claim”).

{c) The Controllmg Shareholders will fl.lI'I]lSh the Purchaser or (if applicable)
the Purchaser will ‘furnish ‘the Controlling Shareholders promptly with. copies of all
corresponderce, (mcludmg, without limitation, notices, requests, explanatlons
determinations, ‘schedules, charts, and lists) received. from. any taxing authority in
connection with any | Tax Claim. The Controlling Shareholders will have the right to
approve in advance any correspondence sent to. any taxmg authonty by or on behalf of
the Company or the -Purchaser. with respect to-‘any: ‘Tax. Claim to the extent such
cotresponderice would adversely affect the Controlling Shareholders™ obligations under
Section 10.1(a); prov1ded however, that the Controlling Shareholdefs will be deemed to
have approved any such correspondence to the extent notice of its ‘disapproval thereof is
not delivered or marled to. the' Purchaser in accordance with Atticle XII hereof with
reasonable promptness, but in-all events at least fourteen (14) calendar days before the
date on which paymenit of the Tax is due or, if earlier, at least fourteen (14) calendar days
before the date on,which the abtlrty of the Company or the Purchaser to defend against
the Tax Clairn'is 1rrevocably prejudiced.

(d Atits optlon (followmg reasonable notice to;and consultation with the
Purchaser), the Controllmg Shareholders _miay. contest .any Tax Claim oni behalf of the
Company or the Purchaser in any"legally- perm1ss1ble manner “until such. time as any
payment for Taxes or other Losses with respect to- ‘such Tax Claim is due or, upon the
Controlling Shareholders payment of such Taxes and other Losses, may sue for a refund
thereof where permitted by applicable Law. _Except as prov1ded in the last sentence of
this subsection, the' Controlling Shareholders“will control” all proceedings taken in
connection with any such contest or refund 'suit, and may pursue or forego any and all
administrative appeals, proceedmgs hearmgs, and conferences with the taxing authority
in respect of such Tax Claim. The Company and the Purchaser will take such lawful .
action in connection with- the contest or refund suit as the Cortrolling Shareholders may
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reasonably request in writing from time to time, including, without limitation, the

prosecution of the contest or refund suit to a final determination, provided that (i) the

Controlling Shareholders request such action with reasonable promptness, but in all

events at least fourteen (14) calendar days before the daté on which payment of the Taxes

or other Losses are due or become final, or if earlier, at. least fourteen (14) calendar days .
before the date on which the Company’s or the Purchaser’s: ab111ty to defend against the

Tax Claim is urevocably preJudlced (11) a reasonable basis exists for such contest or

refund suit, and (iii) the Controlling Shareholders acknowledge (without any

equivocation) its obligations under this Section. - Notw1thstand1ng the foregoing

provisions of this Section 10.1(d), if such contest or refund suit-has or may reasonably be

expected to have a matenal efféct on the Liability of the Company or the Purchaser for

Taxes with respect to any period ending. after the Closing Date, then the Controlling

Shareholders and the'Company and the Purchaser will ]omtly control any such contest or -
refund suit.

10.2 Benefit Plan Indemnification. Subject to the prov131ons of Article IX, Section
10 5 and Section 10.6, the- Controlhng Shareholders; jointly. and severally, agree to indemnify the
Company and the Purchaser in respect of, and hold each of them harmless-against, any and all
Losses resulting from or relating to-(a) any failure by the Company before the Closing Date, or
any failure by the Controllmg Shareholders or any ERISA Afﬁllate or any Benefit Plan fiduciary
at any time, to fund or perforrn its respective obligations under any ‘Benefit Plan or to comply -
with any provisions of ERISA, the Code, or any other apphcable Law in_ comnection with the
operation or administration of any Benefit Plan; (b) any prohjblted transaction (as defined in
Section 4975(c)(1) of the Code or Section 405 of ERISA) occurring before the Closing Date and
involving any Benefit Plan {c) any prohibited transaction occurming | aﬂer the Closing Date and
ivolving any Benefit Plan‘othér than' any Benefit Plan adopted mamtamed or-sponsored by the
Purchaser after the Closmg Dte;, (d) .any ‘reportable event (as defined in Section 4043(b) of
ERISA and the regulations: promulgated by the PBGC thereunder) occurring before the Closing
Date and mvolvmg any Benefit Plan; or (¢) any complete or partial termination of any Benefit -
Plan at or before the Closing Date.

10.3  Other Indemnification.

(a) Subject to the provisions of Article IX, Section 10.4 and Section 10.5, the
Controlling Shareholders, jointly and severally, agree to indemnify the Purchaser, and its
officers, directors, -employees, agent and representative (the “Purchaser Indemnified
Parties™) and the Company in respect of, and hold each of them ‘harmless against:

@ any and all Losses (other than Losses that the Controlling
Shareholders have paid or are liable to pay to the Company or the Purchaser pursuant to Section
10.1) resulting from, or directly relating to, any rmsrepresentatlon, breach of warranty, or non-
fulfillment of or failure to perform any covenant or agreéement on the part of the Controlling
Shareholders or the Company made as a part of or. contained in this ‘Agreement, the Disclosure
Schedule, or any certificate delivered by or on behalf of the Controlling Shareholders or the
Company pursuant to Section 7.3; and :
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(1)  any and all Losses in excess of any amounts actually reserved on

the Internal Financial Statements of the Company for the period ending December 31, 2011
resulting from or relating to any claim (other than claims for such actual policy benefits as are
specified under life insurance policies or annuity. Conlracts 1ssued reinsured, or underwritten by
the Company) asserted in-any action, suit, mvestlgatlon or proceedmg against the Company
(whether as a defendant, counterclaim or third party defendant, intervenor, or otherwise) pending

on the

Closing Date of this: Agreement or arising at any time. with respect. to matters occurring

before the Closing Date; whether or not such action, suit, mvestlgatlon or proceedmg is.disclosed
in the Disclosure Schedule.

(b)  Subject to.the provisions of Article IX and Sections 10.4 and 10.5, the
Purchaser agrees to indemnify the Controlling Shareholders in respect of, and hold the
Controlling ¢ Shareholders harmless against, any and all Losses. gresulting from or relating
to any nnsrepresentatlon breach of warranty, or non-fulfillment of-or failure to perform
any covenant or agreement on the part of the Purchaser made :as a part of or contained in

this Agreement or any certlﬁcate delivered by or for the Purchaser pursuant to Section
8.3. :

10.4 Method of Asserting Claims. All claims for indemnification by any Indemnified

Party under Section 10.3 ‘will be asserted and resolved as follows:.'
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(a) Third-Party Claims. In the event -that, following the Closing, any
Indemnified Party asserts a claim or demand for indemnification or receives notice of any
claim or the commencement of any action or proceeding by any Person who is not a Party
to this Agreement or an Affiliate of a Party (a ““Third-Party Claim”) for which an
Indemnifying Party would be liable for Losses to an Indemnified Party under Section
10.3, the Indemnified Party will deliver a written notice (a “Claim Notice”) to the
Indemnifying Party within thirty (30) days after learmng of such Third-Party Claim (or
within such shorter time as may be necessary to give t the Indemmfymg Party a reasonable
opportunity to respond to and defend such Thlrd-Party Claim). The. Indemnifying Party
shall have the right, upon written notice to the Indemnified Party. (the “Defense Notice”)
within fifteen (15) calendar days aﬁer receipt of the Claim Notice from the Indemnified
Party, to conduct at- 1ts own éxpense the defense against such Third-Party Claim in its
own name, or, if necessary, in the name of the: Indemnified: ‘Party; provided, however, that
the Indemnified Party shall have the right to approve the defenise counsel selected by the
Indemnifying Party, which approval shall not be unreasonably: withheld, and in the event
the Indemnifying Party and the hldemmﬁed Party cannot agree upon such counsel within
ten (10) calendar days aftér the Defense Notice is provided, then the Indemnifying Party
shall propose an alternate defense counsel, who shall be subject again to the Indemnified
Party's approval. The Indemnified Party shall take all reasonable action necessary to
preserve the rights and defenses of the Indemmfymg Party until the earlier of: (i) the date
the Indemnifying Party has assumed the defense of such Third:Party Claim; or (ii) fifteen
(15) calendar days after the Indemnifying Party’s receipt of the Defense Notice.

(1)  In the event that the Indemnifying Party shall fail to give |
the Defense Notice, it shall be deemed to have elected not to conduct the defense
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of the subject Third-Party Claim, and in such event the Indemnified Party shall
have the right to conduct such defense in. good faith and compromise and settle
the claim without prior consent’ of the Indemnifying Party and the Indemnifying
Party will be liable. for all Losses: paid or mcurred in connection therewith. ‘

(2) In the event the Indemmfymg Party elects to conduct the
defense of the subject ThJId-Party .Claim' pursuant: to this Article. X, the
Indemnified Party. will ~coopérate’ w1th and ‘make .available to the Indemnifying
Party such assistance and matérials as may be reasonably requested by it, all at the
expense of the- Indemmfymg Party and the Indemnified Party shall have the right
at its own expense to -participate in-the. defense -assisted by counsel of its own
choosing, provided that' the I.ndemmﬁed Party $hall have the right to compromise
and settle the claim only with the prior ‘written consent of the Indemnifying Party,
which consent shall riot be. un.reasonably withheld o delayed Without the prior
written consent of the Indemmﬁed Pa:ty the I.ndemmfymg Party will not enter
into any settlement of any Thlrd-Party C]ann or cease.to defend against such
ThJId-Party Claitn 1f puirsuant to or as.a result.of such settlement or cessation, (i)
injunctive ‘or- other equltable relief would be. 1mposed against the Indemnified -
Party; or (ii) such ‘settlement or cessation would. lead: to liability or create any
financial or:other obhgatlon on the part of the Indemnified Party for which the
Indemnifiéd Party is not entitled to indeémnification hereunder; or (iii) such
settlement mcludes a written admission of guilt or llablllty "The Indemnifying
Party shall not be entitled to control, and the Indemnified Party shall be entitled to
have sole control over, the defense or settlement of any Third Party Claim to the
extent that such Thlrd-Party Claim seeks an order, irjunction or other equitable
relief against. .the ‘Indemnified Party which, " if 'successful, could Materially
interfere with- the busmess operatlons, assets, condmon (ﬁnanmal or otherwise)
or prospects of the; Indernmﬁed Party. If an offer is- made to-settle a Third-Party
Claim, whmh offer the Indemmfymg Party is permitted’to settle under this Section

10.4(a), and’ the Indemmfymg Party desires to" accept and agree to such offer, the
Indemmfymg Party will givewritten notice to the Indemnified Party to that effect.
If the Indemmﬁed Party fails to consent to such offer ‘within thirty (30) calendar
days after its recelpt of suchi notice; the Indemmﬁed Party may continue to contest
or defend such ‘Third-Party ClaJm and, in such event, the maximum liability of the
Indemnifying Party for Lossés as to such’ Third- Parcy'Clann will not exceed the .
amount of such settlement offer, plus costs and expenses paid or incurred by the
Indemnified Party through the end 6f such 30 day period.

, 3) Any Judgment entered or settlement agreed upon in the
manner provlded herein shall be binding upon the Indemnifying: Party, and shall
conclusively be deemed to be an obhgatlon with-réspect to which the Indemnified
Party is entitled to prompt indemnification hereunder.

~(b)  Direct Claims. Itis the mtent of the parties hereto that all direct ciaims for |
indemnification hereunder ‘by. an- lndemmﬁed Party against .any Indemnifying Party
which do not constltute Thu'd Party Claiins (“Dlrect Claims™) shall be subject to and
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this

|

|
benefit from the terms of this Section 10.4(b). In the event any Indemnified Party should
have a Direct Cla1m agamst any Indemnifying Party hereunder, the Indemnified Party
will notify the Indemmfymg Party. with reasonable promptness of such Direct Claim by
the Indemnified Party, spec1fy1ng the:naturé of and specific basis for such Direct Claim
and the amount or the estimated amount of, such D1rect Claim (the “Indemnity Notice”),
and the Indemmfymg Party will have a period of th1rty (30) calendar days within which
to satisfy such Direct Claim. If the Indemnifying Party has-timely disputed such Direct
Claim, as provided above, the Indemmfylng Party, and the Indemnified Party agree to
proceed in. good faith to negotlate a-resolution ‘of $uch dlspute and if not resolved
through negotiations, or if the Indermufymg Party dog¢s not so respond to the Indemnity
Notice within such thirty (30)-calendar 'day’ period,’ the Indéemnifying Party will be
deemed to have rejected such Direct Claim, in which .event the Indemnified Party will be
free to pursue such remedles as may be available t6 the Indemmﬁed Party under this
Agreement or otherw1se

(c) Fallure to Give. Timiely Notlce A fallure by an Indemnified Party to give
timely, complete or accurate nofice as provided in this Section will not affect the rights or
obligations of any Party hereunder except and only to the extent that, as a result of such
failure, any Indemnifying Party entitled to receive such: not1ce was depnved of its right to
recover payment u.nder its applicable insurance coverage or was otherwise directly or
Materially damaged as’ a résult of such failure to give tlmely notice. -

10.5 After-Tax Losses. ‘With respect to the mdemmﬁcatlon agreements set forth in

Article X, the Controllmg Shareholders and the Purchaser agree that:

(a) the amount of.any Tax refund.actually received, and’ ‘the amount of any _
Tax reduction actuaily reahzed by the Purchaser or the Company after the Closing Date
as a result of Losses (mcludmg without hrmtatlon Taxes) for which any indemnification
payment has been made or is then due by the Controlling Shareholders pursuant to
Sections 10.1, 10.2'or. 10.3 hereof will'be promptly paid- to the Controlling Shareholders
or offset against Liosses. then owed by-the Controlling Shareholders to the Company or
the Purchaser hereunder; and - :

(b) the: amount of any Tax refund actually received, and the amount of any
Tax reduction actually realized by the Controlhng Shareholders after the Closing as a
result of Losses for whrch any indemnification payment has' been made or is then due by
the Purchaser pursuant t6*Section 10.3 hereof will be promptly paid to the Purchaser-or
offset. against Losses then owéd by the Purchaser to the’ Contro]lmg Shareholders
hereunder.

10.6 Limitations on Iudemmﬁcatlon. Notwithstanding the foregoing, the Controlling

Shareholders and' the Purchaser agree that (2) no Losses shall ‘be payable to the Purchaser
Indemnified Parties by the Controlling Shareholders. under Sections 10.1; 10.2 or 10.3(a) unless
and until the aggregate amount of Losses exceeds Fifty Thousand: Dollars ($50,000.00) (the
“Indemnification Deductible”), in which -event: the Controlling Shareholders shall be liable for
the full amount of Losses above the Indemmﬁcatlon Deductible; andi(b) the total amount of any
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Liability of the Controlling Sharcholders for indemnification of Losses mcurred by the Purchaser
Indemnified Parties under this Article X -shall be limited to an:amount equal to the Escrow
Deposit held in the Indemmification Escrow Account, plus accrued interest thereon. The
Purchaser and the Controlling | Shareholders furthér agree that the" Purchaser shall be entitled to
receive out of the Indem.ruﬁcatlon Escrow Accousit any amount due and owing from the
Controlling Shareholders 'to. the' Purchaser- Indemnified Parties fof indemnification under the
terms and conditions set forth in. Artlcle IX and Sections: 10. 1: through 104, and the terms and
conditions of the Escrow Agreement ‘up to the amount of the Escrow Deposit and any accrued .
interest thereon, and such Escrow Deposn and the’ arnount remarnmg, from time, to time, in the
Indemnification Escrow, Account, shall be deemed the sole an exclusive source of payment of
such amounts of lndemmﬁcauon due and owmg by the Controlhng ‘Sharcholders to the
Purchaser Indemnified Parties, and to the extent ‘that there is a. ‘balance’ remaining in the
Indemnification Escrow Account upon the expiration of the penods speclﬁed in Section 9.1 (and
the Purchaser Indemnified Parties do ot have any pendmg Indemmty Notice against the
Controllmg Shareholders. that has not yet been paid or settled), the amount of such. remaining
balance in the Indemmﬁcatron Escrow Account shall be pa1d to the Exchange Agent for
distribution to the Controlling: Shareholders If thére is an Inderinity:Notice outstanding at the
expiration of the time penods spec1ﬁed in Section 9.1, then (notw1thstand1ng such time period),
the balance remaining in the’ Indemnification Escrow Account sha]l not be pa1d until the
resolution of such outstandlng ClaJrn

ARTICLE XI
TERMINATION

11.1 Termination. Th.lS Agreement may be termmated and the transactions
contemplated hereby:may be abandoned whether before or after the.Teceipt of any Regulatory
Approvals by the Controllmg Shareholders, the Company and the- Purchaser upon notice by the
terminating Party to the othier Parties: -

(a) at any time before the Closing Date, by mutual written agreement of the
Controlling Shareholders, the Company and the Purchaser or ’

(b) at any time before the Closing Date, by either the Controlling
Shareholders and the Company, on one hand, or the Purchaser, on the other hand, if any
of the Regulatory: Approvals ‘have been deniéd ‘or refused, notwithstanding the best
efforts of the Party havmg respons:blhty for obtarmng such Regulatory Approvals; or

(c) at any time 'oy the Controllmg Shareholders and the Company if any of the
covenants set forth in Artrcle VI shall have been breached or any of the conditions set
forth in Article VIII: hereof shall not have beén satisfied, performed, or complied with, in
any material respect, at or before the Closing Date and such breach, non-satisfaction,
non-performance, or non-compliance has not been cured or eliminated within thirty (30)
calendar days after notice thereof has been. given to the Purchaser, provided that at the
time of such termination the Controllmg Shareholders and the Company have neither
breached any of the covenants set forth n Arttcle V nor failed to satisfy, perform, or
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comply with any of the conditions set forth in Article VII hereoif, in any material respect;
or : IR L

(d atany tune by the Purchaser (i) if any-of the covenants set forth in Article
V shall have been breaclied or ‘any of the conditions set- forth in Article VII hereof shall
not have been satisfied, performed, or complied with; in any material respect, at or before
the Closing Date and such breach, non-satisfaction, non-performance or non-compliance
has not been cured or elumnated within thirty (30 days after not1ce thereof has been
given to the Controllmg Shareholders.and the Company; or (ii)if. the Disclosure Schedule
is not delivered to the Purchaser w1thm ten. (10) days aﬁer the date hereof pursuant to
Section 5.19, or (iii) if the’ Drsclosure Schedule or other information provided to the
Purchaser (including,: without limitation, any . financial statements of the Company
delivered pursuant to Section 5.5) discloses- any change-in, ori ievent, trend, condition or
state of facts of any character that individually or in-the’ aggregate has or may reasonably
be expected to havé'a Materlal Adverse Effect -on the Business or Condition of the’
Company and such change event, trend condition or ‘state of facts has not been cured or
eliminated within ten"(10) days after notice thereof has. been given to the Controlting
Shareholders and the Company, which notice must ‘be glven within ten (10) days after
delivery of the Dlsclosure Schedule Jpursuant to Sectlon 5.19 orof the date(s) of delivery
of any of the financial- statements pursuant to Section 5 5; 'orov1ded that at the time of
such termination the Purchaser has neither breached any of the covenants set forth in
Article VI nor falled to satlsfy, perform or comply w1th any of the conditions set forth in
Article VIII hereof in-any matenal respect; or

(e) at ‘any time by the Purchaser pnor to" the: Redemptlon Date, upon the
initiation of any proceedmgs descrlbed in SCCthl’l 7 50r8.5;0r

® at any time aﬁer September 30, 2012 by the Purchaser if the transactions
contemplated by this’ Agreement ‘have not been consummiated on or before such date and
such failure to consummate ‘is not caused by a breach of this. Agreement (or any
representation, warranty, covenant, or - ‘agreement included herein) by the Purchaser;
provided that, if the Closmg cannot . take- place by that date by reason of any delay in
obtaining any Regulatory Approval required under Séction 5.1 or: Section 6.1, which
delay is not in the control of the Purchaser, the Purchaser may request an-extension of the
date set forth in this Subsection until the fifth (5" ) Business Day next following the date
the last of such approvals is expected to be’ obtamed (but'not later than December 31,
2012), and :the Controllmg Shareholders and the Company shall not unreasonably
withhold their consent to such: extenswn

11.2  Effect of Termination. If.this Agreement is validly terminated pursuant to

ection: 11.1, this Agreement will forthwith ‘become null and void, and there will be no Liability

on the part of the Controlling. Shareholders the'Company or the Purchaser (or any of their
respective officers, directors, employees, agents, consultants, or other representatives), and the
Aggregate Share Subscription Price and Surplus Debenture Price, if deposited in the Redemption
Account prior to termination, will be refunded by the Paying Agent to the Purchaser. The
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provisions relating to confidentiality in Section 12.5 will contmue to apply following any
termination of this Agreement.

-ARTICLE XII
MISCELLANEOUS _

12.1 Notices. All notices and other communications under this Agreement must be in
writing and will be. deemed to have been' duly given if delivered, telecopied or mailed, by

certified mail, return recelpt requested first class- postage prepa1d to: the Parties at the followmg
addresses:

If to the Company, to:

North Coast Life Insurance Company
P.O. Box 1445 :

Spokane, WA 99210-1445

ATTN: Robert I Ogden, Pre31dent
Facsimile: (509) 747-8569

With a copy (which shall"not oonStitute notice) to:

Randall]Danskm

601 W. Riverside Ave., Suite 1500
ASpokane WA 99201

ATTN: DouglasJ Siddoway, Esq.
Facsimile: (509) 624-2528

If to the Controllmg Shareholders, to:

North Coast Life Insurance Company
P.0.Box 1445

Spokane, WA 99210-1445.

ATTN: RobertJ. Ogden
Facsimile: (509) 747-8569

With a copy to:

Timothy J. Giesa, Esq

Reed & Giesa, P.S.

222 North Wall Street, Suite 410
Spokane, WA 99201

Facsimile: (509) 838-6341
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If to the Purchaser, to:

Government Personnel Mutual Life Insurance Company
Attention:. Peter J. Hennessey 111, CLU, FLMI
Chairman, Pre31dent & CEO

GPM Life Bulldmg '

2211 N.E. Loop 410

PO Box 659567

San Antonio, TX 78265-9567

Facsimile: (210) 357-2216

With a copy (which shall not constitute notice) to:

Thompson, Coe Cousins & Irons, LLP
701 Brazos, Sulte 1500

Austin, TX 78701

Attention: David'D. Knoll, Esq.
Facsimile: (512) 708-8777

All notices and other communications required or permitted under this Agreement that are
addressed as provided in this Article XII will, if delivered personally, be deemed given upon
delivery, will, if delivered. by telecopy, be deemed .delivered when confirmed and will, if
delivered by mail in the manner.described above, be deemed given on the third (3“') Business
Day after the day it is dep031ted in a regular depository of the’ Umted States mail. * Any Party
from time to time may change its-address for the purpose of notices to that Party by giving a
similar notice specifying a new: address, but no such fiotice will be-deemed to have been given
until it is actually received by the Party sought to be charged with the contents thereof.

12.2 Entire Agreement. This . Agreement supersedes all prior discussions and
agreements among the Parties with respect to the subject matter .of this Agreement, and this
Agreement (including the’ exh1b1ts thereto, the -Disclosure Schedule -and other Contracts and
documents delivered in connection herew1th) contains. the sole and entire agreement among the
Parties hereto with respect to the sub_lect matter hereof.

12.3 Exgenses Except as othermse expressly prowded n tlns Agreement (including,
without limitation, as prov1ded in Article X), each of the. Controllmg Shareholders and the
Company, on one hand, .and the Purchaser, on the other hand; will pay its own costs and
expenses in connection with this Agreement and the transactions contemplated hereby.

12.4 Public Announcements.: At all times at or before the Closing, the Controlling
Shareholders, the Cornpany and the Purchaser will each consult with the other before issuing or
making any reports, statements, or releases to the public (other than any regulatory filings
required hereunder) with respect to this Agreement or the transactions contemplated hereby and
will use good faith efforts to agree on the text of a joint public report, statement, or press release
or will use good faith efforts to obtam the other Party s approval of the text of any public report,
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statement, or press release to be made solely on behalf of a party. If the Controlling
Shareholders, the Company and the Purchaser are unable.to agree on or approve any such public
report, statement, correspondence sol1c1tat10n matenals or press release and such report,
counsel to a Party, required by ‘Law or may be- appropnate in order to d1scharge such Party’s
disclosure obligations, then such Party may make or issue’ ‘the legally requ1red report, statement,
or press release. Any such report, statement;-or press rélease approved or permitted to be made
pursuant to this Section may be dlsclosed or otherwise prowded by the. Controlhng Shareholders,
the Company or the Purchaser to any Person mcludmg without: hrmtatlon to any employee or
customer of either Party heréto and to any governmental or regulatory authonty '

12.5 Confidentlahg Each of the Controlling Shareholders the Company and the
Purchaser will hold, and*will cause its respectlve ofﬁcers d1rectors, émployees, agents,
consultants, attorneys and other representatwes to hold, in strict confidence, unless compelled to
disclose by judicial or admlmstratrve process ‘(including, without* lumtatron .in:connection with
obtaining the necessary approval of msurance regulatory authormes) of by. other requrrements of
funnshed to it by the other Pa.rty or such other Party’s ofﬁcers d1rectors employees agents,
consultants, attorneys or representatlves in connection w1th this Agreement or the transactions -
contemplated hereby, except to'the extent that such documents or information can be shown to
have been (a) previously lawfully known by the Party receiving: such documents or information,
(b) in the public domain through no fault of such receiving Party, or (c) later acquired by the
receiving Party from other sources not themselves bound by, and in breach of, a cornfidentiality
agreement. Neither the Controlhng Shareholders, the Company nor the Purchaser will disclose
or otherwise provide any such confidential documents or conﬁdentlal information to any other
Person, except to either Party’s respectlve auditors, actuaries, attomeys financial advisors, and
other consultants and advisors’ who need such documents of information in connection with this
Agreement and except as requu‘ed by the prov:s1ons of Sectlons 5.1 and 6.1.

12.6 Further Assuranées. The Controlling Shareholders, the -Company and the
Purchaser agree that, from time-to time after the Closmg, upon the reasonable request of the
other, they will cooperate and will cause its Affiliates to cooperate with each other to effect the
orderly transition of the business; ‘operations, and affairs of the Company, and to carry out the
terms of this Agreement Without_limiting the generahty ‘of the foregomg, the Controlling
Shareholders, the Company and the ‘Purchaser, as the’ case may be, will give and will cause its -
Affiliates to give representatlves of the-other Parties-to this Agreement reasonable access to all
Books and Records of the Company, ‘and the Purchaser; as the case may be, and its Affiliates,
which may be reasonably requested by.such other Parties in the preparahon of any post-Closing
Date financial statements, reports, or Tax Returns, or to.carry out any of the provisions of Article
X hereof.

. 127 Waiver. Any term or condltron of this Agreernent may be waived at any time by
the Party that is is entitled to the beneﬁt thereof. Such waiver must be in writing and must be
executed by the Party or the presrdent or any vice pre51dent of any-corporate Party or the general
partner or manager of any Party that is a llrmted partnershrp .or limited liability company. A
waiver on one occasion will not be deemed to be a waiver of the same or any other breach on a
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future occasion. All remedies, either under this Agreement or by Law or otherwise afforded,
will be cumulative and not alternatlve :

12.8 Amendment. ‘This Agreement may be modified or amended only by a writing
duly executed by or on'behalf of cach of the Partles

12.9  Counterparts. ThlS Agreement may be executed smultaneously in any number
of counterparts, each of which will be deemed an ongmal -but all of Whlch will constitute one
and the same instrument.

12.10 No Third-Party Beneﬁcnarles The terms. and prowsuons of this Agreement are
intended solely for the beneﬁt of the. Controllmg Shareholders the Company and the Purchaser,
and'its successors or assigns, ‘and it is not the. intention of the partles to confer third-party
beneficiary rights upon any other: Person

12.11 Governing: Law THIS AGREEMENT WILL - BE GOVERNED BY AND
CONSTRUED IN ACCORDANCE _WITH THE LAWS OF THE STATE OF
WASHINGTON (EXCLUSIVE OF CONFLICTS OF LAW PRINCIPLES) 'AND WILL,
TO THE MAXIMUM EXTENT PRACTICABLE BE DEEN[ED TO CALL FOR
PERFORMANCE IN SPOKANE COUNTY, WASHINGTON." ‘COURTS,WITHIN THE
STATE OF WASHINGTON SHALL HAVE JURISDICTION OVER ANY AND ALL
DISPUTES BETWEEN THE PARTIES' HERETO WHETHER IN LAW OR EQUITY,
INCLUDING, WITHOUT LIMITATION, ANY" AND ALL, DISPUTES ARISING OUT
OF OR RELATING TO THIS AGREEMENT THE PARTIES HEREBY CONSENT TO
AND AGREE TO SUBMIT TO THE JURISDICTION OF SUCH COURTS 'VENUE IN
ANY SUCH- DISPUTE WHETHER IN FEDERAL OR STATE COURT SHALL BE LAID
IN SPOKANE! COUNTY WASHINGTON

12.12 ‘Binding Effect Th13 Agreement 18 bmdmg upon and will inure to the benefit of
the Parties and its successors and assigns.

12.13 Assngment. ‘Except -as otherwise provided herem, this Agreement or any right
hereunder or part hereof” may ‘not be' assigned by any Party hereto without the prior written
consent of the other Party hereto

12.14 Headings, etc. - The headmgs used in this Agreement have been mserted for
convenience and do not constltute matter to be construed -Or mterpreted in connectlon with this
Agreement

12.15 Invalid Provisions. If a.ny prov1310n of this Agreement is held to be illegal,
invalid, or unenforceable under any present.or future Law, and if the rights or obligations of the
Controlling Shareholders, the Company or the Purchaser under this Agreement will not be
Materially and adversely affected thereby; (a) such provision-will be fully severable; (b) this
Agreement will be construed and enforced as if such 111ega] invalid, .or unenforceable prowsmn
had never comprised a part hereof (c) the remaunng provisions of this Agreement will remain in
full force and effect and will'not be affected by the illegal, invalid, or unenforceable prowswn or

by its severance here from; and (d)in. heu of such 1llegal invalid, or’ -unenforceable provision,
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* there will be added automatlcally as a part of this Agreement a. legal valid, and enforceable
provision as similar in terms’ to such -illegal, mvalld or unenforceable provision as may be
possible:
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~ IN WITNESS WHEREOQPF, this Agreement has been duly executed and delivered by the
Parties hereto, as of the date first written above.

NORTH COAST LIFE INSURANCE COMPANY

By: mﬁk@‘i/@%\

Name: Robert J. Ogden
Title: President

CONTROLLING SHAREHOLDERS:

- C.Robert Ogden G &

B — -A;,. :‘. \
RobertJ. Ogden - < 2"~

.Douglas H. Ogden

David M. Ogden
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IN WITNESS WHEREOF, this Agreement bas been duly executcd and delivered by the
Partics hereto, as of the daté: ﬁrst written above.

NORTH COAST L[FE ]NSURANCE COMPANY

- By:. ‘ -
Name: RobertJ, Ogden.
Title: Presndent

CONTROLL]NG SHAREHOLDERS

'C. Robert Ogden -

" Robert . Ogden

Yo

""-Doug‘lgs: k" Ogden

David M. Ogden
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I

IN WITNESS WHEREOF, this Agreement has been duly executed and delivered by the
Parties hereto, as of the date first written above.

1558836v1
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NORTH COAST LIFE INSURANCE COMPANY

By:
Name: RobertJ. Ogden .
Title: President

CONTROLLING SHAREHOLDERS:

C. Robert Ogden

Robert J. Ogden

Dauglas H. Ogden

David M. Ogden
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“Title: Pre31dent

Name: C.Robért Ogdon’

W. 1116 RIVERSIDE PARTNERS

Tltle Managmg Partner '

. GOYERNMENT PERSONNEL MUTUAL LIFE -
s INSURANCE COMI’ANY

By:_

Name: Peter J. Hennessey III CLU FLMI

T1tle Chau'man Premdent & CEO
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R.J. MARTIN MORTGAGE COMPANY

By:
‘Name; C. Robert Ogden-
Title:: Pres:dent _ :

'W. 1116 RIVERSIDE PARTNERS

- Name C. Robert Ogden ‘
~ Title: Managmg Partner -

~  GOVERNMENT PERSONNEL MUTUAL LIFE
" INSURANCE COMPANY .~ -
| By:__ / :

Neme: \CLU, FLMI |

- Title: Chmrman, Preslde' ’ & CEQ"

O AL 'F‘-’-*_{';’_]‘“ﬁé\_-s

T:i.*:le_: ba)"-\"v‘ VA YN ?M\W\_ A

@? M.L\ C'b mt\.ﬂao,\ a,m d §Q¢_v~e_'\"4\r7 )
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'Appé_ndix 1

FORM OF SURPLUS DEBENTURE

[Attécﬁed’.i
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No. 001 $469,115.00

NORTH COAST LIFE IN SURANCE COMPANY
SURPLUS- DEBENTURE '

EXPRESSLY CONDITIONED UPON SUBJECT TO _AND contingent upon
the terms, conditions, limitations, contingencies and prov1s1ons as heremafter set forth in
this Debenture, FOR VALUE RECEIVED, NORTH- COAST LIFE INSURANCE
COMPANY, a corporation orgamzed and existing ‘under the laws of the State of
Washington (hereinafter _called “North Coast™), does hereby agree to pay to
GOVERNMENT PERSONNEL MUTUAL LIFE INSURANCE {COMPANY, a
Texas corporation (“GPM”), or its order, from the surplus funds 1dent1ﬁed below, the
sum of Four Hundréd Sixty-Nine One Hundred Fifteen’: Dollats ($469,115.00), ‘with
interest on the unpaid prmmpal balance thereof from date untll -paid, both pnn01pal and
interest payable at Bexar County, Texas, only as hereinafter prov1ded

This Debenture, both prmc1pal .and interest, shall be payab,lew only out of the
available surplus of Nortlf Coast in excess of Two Million' Five Hundred Thousand
Dollars ($2,500,000.00) or the minimum surplus ‘required to. maintain the Company’s
total adjusted capital at a level equal to or greater than the: company action level risk
based capital of the Company, whichever is greatér. For purposes of this Debenture, the
terms “total adjusted capital” and “comipany action level risk-based capital” shall be
defined according to the insurance laws and regulatlons of North Coast’s state of
domicile. The amount of i minimum surplus as set forth herem shall be referred to as the
surplus “floor” and the amount of surplus in excess of the fioor shall be called “excess

surplus.”

For purposes of this Debenture the term “surplus” shall mean the’sum of
(i) “aggregate write-ins for special surplus funds;”
(it) “surplusdebentures;” '
(iii) “gross paid in and contnbuted surplus;”
(iv) “unass1gned funds (surplus) ”
(v) “aggregate \ wnte-ms for other than special surplus funds;” and
(vi) any similar item.or entry having the same effect as any of items (i)-

)

as reflected in the annual statement of North Coast filed with the insurance regulatory
authority in its state of domicile as' of December 31 of each year, or the statutory
quarterly financial statement form as adopted by the insurance regulatory authority in its
state of domicile, whichever is appropriate to the particular payment period hereunder.

1. Payment Terms. Subject to the deferral provisions of Section 4, principal
shall be due and payable in quarterly payments of $00,000.00 each, payable on the last
business day of each calendar quarter, beginning on 30, 201 , and
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continuing regularly thereafter until 31, 201 , when the entire amount
hereof, principal and interest then remaining unpaid, shall be then due and payable.
Subject to the deferral provisions of Section 4, interest, computed upon the unpaid
principal balance hereof, shall be due and payable quarterly as it-accrues, on the last
business day of each calendar. quarter, beginningon 31, 201_ (such interest
being in addition to payments of principal);. interest being calculated on the unpaid
principal each day principal is: outstandlng and all payments- rnade credited to any
collection costs and late charges, to the dlscharge "of the mterest accrued and to the
reduction of the principal. -

2. Interest Rate. Interest on the outstanding: and ‘unpaid principal balance
hereof shall be computed at a per annum rate (the “Rate”) equal to the lesser of (i) the
Prime Rate, plus the Prime Rate: ‘Margin, and (i) the highest lawful rate, but in no event
shall interest contracted for; charged or recelved hereunder plus any other charges in
connection herewith which constitute interest, exceed’ the maximuim interest permitted by
applicable law, said rate; to be ad]usted quarterly and apphcable to the unpaid principal
balance of this Debenture upon ‘each quarterly payment date '

“Prime Rate” means, for any day a per annum ) rate of interest equal to the
“prime rate,” as published i in the “Morey Rates” column of The ‘Wall Street Journal,
Central Edition, from time to tune or if for any reason such rate is no longer available,
the rate established by The -~ National “ Bank, - Texas (the
“Bank™) as its prime rate. . The. Prime Rate shall changé effective as of the date of any
change as published in The Wall Street Journal, Central Ed1t10n or as established by the
Bank, as appropriate. The Prime Rate is a reference rate and does not necessarily
represent the lowest ¢ or best rate actually charged to any customer 'of the Bank.

“Prime Rate -Margm means 0.75%.

3. Pregazment The Board of Directors of North Coast may from time to
time prepay any portion of this ‘Debenture from .excess surplus and GPM must accept
such payment without advance notice ‘and without " any prepayment penalty. Any
proposed prepayment shall not be a’ 11ab111ty of North Coast unless, and until the Board of
Directors has expressly authonzed ‘such amount to be paid by duly adopted resolution.
Any prepayments shall, be apphed first to accrued but unpaid. mterest and the remainder
unpaid principal of this Debenture North Codst will: prov1de wntten notice to the holder
of this Debenture of any. such prepayment of.all or any part of the principal.. All
payments and prepayments of principal- or: interest on this Debenture shall be made in
lawful money of the United: States of America in nnmed1ate1y avmlable funds, at GPM’s
home office, or such other place as GPM shall designate in writing to North Coast.

4. Approval of Payments. Payments of principal and interest on this
Debenture are subject to, conditioned upon, and as provided below, payable as follows:

(@) Before March 31, June 30, September 30 and December 31 of each
calendar year, commencing January 1, 20_., the Board of Directors of North
Coast, or its Executive Commlttee acting in the absence of the Board of
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Directors, shall calculate the surplus of North Coast (as defined above) as of the
end of the immediately preceding calendar quarter in accordance with
accounting practices required or permitted by the i insurance regulatory authority
in North Coast’s state of domicile.

(b) Subject to the conditions and prov151ons in paragraphs (¢) and (f)
hereof, and provided the surplus of North Coast exceeds the- minimum floor as
defined above, North Coast shall have a 11ab1hty o' GPM for and shall, on the
dates specified in Paragraph (1) hereof, pay to GPM as' interest hereon, an
amount equal to the interest accrued on the unpaid: prmmpal balance of this
Debenture, only if immediately after such payment North Coast shall still have
surplus exceeding the floor.

(c) Subject to the conditions and prowsmns in. paragraph (f) hereof,
and if, at the timie the calculation required in paragraph (a) ‘above is made, the
surplus of North Coast does not exceed the floor by an amount sufficient to pay
all of the accrued intefest on this Debenture, after rnakmg a-partial payment, the
amount of the remaining accrued but unpaid interest shall-not be a liability of
North Coast, but shall bear interest at the Rate and shall be carried forward and
paid on the next quarterly interest payment date as prowded herein.

(d)  Subject to the oondltlons and provisions in paragraphs (e) and (f)
hereof, and provided there is excess surplus equal to all accrued interest hereon
as of the date for which:the ca]culatlon required in Paragraph (a) above is made,
North Coast shall have a liability to GPM for, and shall, on the dates specified
in paragraph (a) hereof, pay to GPM a quarterly installment of prmc1pal equal to
the lesser of (i) the scheduled. payment due, or-(ii) the amount of excess surplus
of North Coast, after the payment of accrued; interést' hereon as of such
calculation date. Each quarterly installment of principal becoming due and
payable hereunder shall be either the amount scheduled above or such lesser
amount as may be paid hereunder in accordance with the provisions hereof and
paragraph () below.

(e) Sub_]ect to the conditions and provisiorns in paragraph (f) hereof, if,
at the time the calculation réquired in paragraph: (a). above is made, the excess
surplus of North Coast is not sufficient to pay all accrued: interest hereon, plus
the full amount of the installment of principal payable on: such date, North Coast
shall only have a llablllty for and shall only make such partial payment of such
lesser amount as will not reduce its surplus below the floor, with such partial
payment of such lesser amount ‘being applied first to accrued interest hereon,
and the remainder thereof, if any, being applied to principal payment. The
unpaid portion of such installment of prmcrpal payment shall not be a liability
of North Coast, but shall be carriéd forward until the next principal payment
date on which such unpaid principal may be paid without reducing the surplus
of North Coast below the floor, as provided herein.



M Notwithstanding any of the foregoing prowswns to the contrary, if
at the time the calculation required in paragraph (a) above is fade, should the
Board of Directors of North Coast, or its Executive: Committee acting in the
absence of the Board of Directors;' determme that the’ surplus of North Coast,
although currently in excess of the ﬂoor may not exceed the. floor based upon
the next quarter's prOJectlons s0.45 to permlt elther an 1nterest or principal
payment hereon, either total or partlal w1thout ]eraIdIZIHg North Coast’s
status as a licensed insurer orits right to’ transact busmess in it§ state of domicile
or elsewhere, because of the so-called “nsk—based capltal” requlrements set
forth under the laws and regulation, of its state of domicile, or other state
insurance regulatory authorities, or any similar financial. regulatory requlrement
of North Coast, the Board of D1rectors of North Coast, or- its - Executive
Committee actlng 1n the absence of the Board of D1rectors, may, at its sole
discretion, defer any ‘such interest of- prmclpal payment total or partial, in which
event neither such deferred intérest rior such deferred ‘priricipal payment shall
become a 11ab111ty of North Coast.

5. Limits of Lzabzhgy The obllgatlon of North Coast to pay this Debenture
shall be strictly construed, and shall not be or ~constitite. e1ther a legal or financial
statement liability of North Coast or a claim against any- of “its” assets, except as
specifically. provided for herein, and in no event shall this Debenture be considered or
treated as a current or ﬁxed hablhty or obligation of North Coast as defined under the
insurance laws and regulatlons of its state of domicile, except "and only to the limited
extent of the quarterly payment of principal-or interest that. becomes due and payable as
provided, or limited; by the prov1s1ons hereof:

6. . No Usury Intended: Us’urv Savings Clause. In no.cvent shall interest
contracted for, charged or teceived hereunder, pIus' any other charges in connection
- herewith which constitute interest, exceed the maximum interest permitted by applicable
law. The amounts of such mterest or other charges prewously paid to the holder of the
Debenture in excess of the amounts perm1tted by applicable law shall be applied by the
~ holder of the Debenture to reduce the. prmcrpal of the mdebtedness evidenced by the
Debenture, or, at the optlon of the holder of the Debenture be refunded To the extent
permitted by apphcable law, determmatlon of the legal maximum amount of interest shall
at all times be made by amortizing," proratmg, allocating and ‘spreading in equal parts
“during the period of the full stated tetm of the loan and mdebtedness all interest at any
time contracted for, charged or received from North Coast inl connection with the
indebtedness evidenced hereby, so that the actual rate of mterest on account of such
indebtedness is uniform throughout the term hereof

7. Insolvency. In the event of liquidation or receivership of North Coast, the
unpaid principal balance of this-Debenture, plus accrued interest thereon, shall become
immediately due and payable to GPM and shall be superior to.and in preference of the
rights and claims of stockholders of North Coast; provided, however, that all obhgatrons
rights, and claims hereunder are expressly subordiniated to the claim of any supervisor,
conservator, or receiver of North Coast appomted by the insurance regulatory authorities
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in its state of domicile, and the claims of all other creditors, otheri than stockholders of
North Coast. ,

8. Miscellaneous. Nothing herein contained shall be construed as prohibiting
North Coast from merging or consohdatmg with another corporatlon or from selling or
reinsuring any part or all of its business, or from acqumng all or any part of the assets of
any other corporation. In the event North Coast shall be’ consolldated or merged into
another corporation or shall sell substantially all of its assets to any other corporation, the
corporation into which North' Coast is consohdated or merged or- to ‘which the assets of

North Coast are transferred, shall expressly assume- the 11ab111ty of North Coast
hereunder.

No recourse shall be -had for the payment of the prmcrpal or the interest of this
Debenture, or for any claims based’ hereon or otherwise. in ‘respect hereof, against any
incorporator, stockholder; officer, or d1reotor past, present or future, of North Coast; such

liability, the acceptance of ‘and as a part of the consrderatton for the issuance hereof,
being expressly released

By acceptance and as part of the-consideration for the issuance hereof, the above-
named payee and any holder hereof expressly acknowledges that- it has been informed
and has knowledge that this Debenture has not been registered under the Securities Act of
1933, as amended, or the. Securities Act or Blue Sky laws.of any: ‘state, arid that North
Coast has issued this Debenture’ pursuant to'exemptions from registration available under
such acts. = The above-named payee and any holder hereof further expressly
acknowledges and agrees that it is acquiring this Debenture- for investment purposes and
not a view toward a- pubhc distribution hereof and that this Debentire may not be sold or
otherwise transferred in ‘the ‘absence of an effective registration statement with respect
hereto or an exemption. from registration under the Securities Act of 1933, as amended, or
any other-applicable securities. law.

If this Debenture is collected' through judicial proceedmgs, North Coast agrees,
subject to conditions and restrictions containéd herein, to pay reasonable- attorneys’ fees
to the holder w1th respect to legal services performed in‘such collection.

Issued effective the _ day of _ ,2012.

NORTH COAST LIFE INSURANCE COMPANY

By:

, President

Attest:

Secretary
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EXHIBIT A
DEFINITIONS. OF TERMS

“Affiliate” shall mean any Person that dlrectly, or. 1nd1rectly through one or more
intermediaries, controls, is controlled by, or is under common control with'the Person specified.

“Aggregate Share Suhscription Price” shall have the ;meaning ascribed to that term in
Section 2.4 of this Agreement. : o

“Agreement” shall mean this Common.: Stock and Surplus Debenture Subscription
Agreement, together with the. exhibits and-the Disclosure Schedule. attached hereto, and the
Ancillary Agreements and other .documents to be executed and dehvered respectively by the
Controlling Sharéholders, the. Company -and/or, the Purchaser pursuant hereto

“Ancillary Agreements- shall have _the-meanmg ascnbed to that term in Section 2.2 of
this Agreement. L

“Annual Statement” shall mean any annual statement of the Company filed with or

submitted to the insurance: regulatory ‘authorities in the State of: Washmgton on forms prescribed -
or permitted by such authorities. :

“Assets and Propertles shall mean all assets or propertles of every kind, nature,
character, and_description (whether real, personal, or. mixed whether tangible or intangible,
whether absolute, accrued, contingent, fixed, or otherwise, and wherever situated) as now
operated owned, or leased by a specrﬁed Person, ‘including ‘without limitation cash, cash
equivalents, securities, accounts and notes recelvable real estate, equipment, furmture, fixtures,
insurance or annuities in force goodwrll ‘and going-concem value

“Benefit Plans” shall mean all Employee Pension Benefit Plans, -all Employee Welfare
Benefit Plans, all stock: bonus, stock ownership, stock’ opt1on stock purchase, stock. appreciation
rights, phantom stock, and other stock plans (whether quahﬁed or-nonqualified), and all other
pension, welfare, severance retuement bonus, deferred. compensatlon incentive compensation,
insurance (whether life, ac01dent and health, or other - and whether key man, group, workers’
compensation, or other), proﬁt shanng, dlsablhty, thrift, day care, legal services, leave of
absence, layoff, and supplernental or_‘excess .benefit plans; and all other benefit Contracts,
arrangements, or procedures havmg the eéffect of a plan, in each case ‘existing on or before the
Closing Date undér which the' Company is or may hereafter become obligated in any manner
(including without limitation. obligations to make contributions or other payments) and which
cover some or all of the present or former ofﬁcers directors, employees agents, consultants, or
other similar representatives providing services to or for the Company; provrded however, that
such term shall not include (a) routine employment policies and -procedures developed and
applied-in the ordinary course of business and comsistent with past practice, including without
limitation sick leave, vacation, and holiday’ pohcres, and (b): directors ‘and officers liability -
insurance.

“Best Knowledge” of any Person_shall. mean lcnowledge -actually possessed by the
Person, or which should have been obtalned by or- possessed by such Person in the ordinary
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course of the relevant Person’s performance of his or her duties to the Company on or before the
Closing Date. When attributable.to the Controlling Shareholders or the Company, Best
Knowledge shall apply to knowledge possessed, or which should have been obtained or
possessed by those Persons who are or were executive officers, pdrtners, managers or directors of
any of the Controlling Shareholders or the Company ‘or who “éxercised responsibility for a
principal operational or’administrative function or department of ‘any of the Controlling
Shareholders or the Company in the ordinary course of the- relevant Person’s performance of
duties on behalf of any of the Controllmg Shareholders or the Company at -any t:me prior to the
Closing Date.

“Books and Records” shall mean all accounting, ﬁnanmal reporting, Tax, business,
marketing, corporate, and other files, documents, instniments, papers, books, and records of a
specified Person, including without limitation financial statements, budgets; projections, ledgers,
journals, deeds, titles, pol1c1es manuals, minute books, : 'stock certlﬁcates and books, stock
transfer ledgers, Contracts, franchises, pem:uts agency lists, pohcyholder lists, supplier lists,

reports, computer files, retneval _programs, operating data or plans, and environmental studies or
plans.

“Business Day” shall meana day other than Saturday, Sunday, or any day on which the -
principal commercial banks located in the City of Spokane, Washington are authorized or
obligated to close under the Laws of the State of Washmgton

“Business or Cond1t10n ‘shall mean the orga.mzatlon existence, authority, capitalization,
business, licenses, condition (ﬁnanc1a1 or- othermse), cash flow, management, sales force,
solvency, prospects, SAP results of operations, insurance- or annuities in force, SAP capital and
surplus, reserves, Llab1l1t1es or Assets and Propertles ofa spemﬁed Person.

“Claun Notice” shall mean written notification of a Thlrd Party Claim by and
Indemnified Party to an Indemmfymg Party pursuant to Sectwn 10 4( a), enclosing a copy of all
papers served, if any. |

“Closing” and “Closing Date” shall have the meaning ascribed to those terms in Section
2.6 of this Agreement. ‘ -

“Code” shall mean the Internal Revenue Code of 1986, as amended (including without
limitation any successor code), and the rules and regulations promuigated thereunder.

“Common Stock” shall have the meanjt_lg as_c_r_ibed to that term in preamble of this

Agreement.

“Company” shall mean North' Coast Life Insurance Company, a stock life insurance
company organized under the laws of the State of Washington

“Contract” shall mean any agreement, lease, sublease, license, sublicense, prormssory
note, evidence of mdebtedness insurance: pohcy, annuity, reinsurance agreement, reinsurance
treaty, or other contract or commitment (whether written or oral).



“Controlling Shareholders” shall mean the individual Persons and entities identified as
“Controlling Shareholders” on the signature pages of this Agreement '

“Defense Notice” shall have the meamng ascribed to that term in Section 10.4(a} of this
Agreement. - :

“Direct Claim” shall have the meamng ascribed to that term in Section 10.4(b) of this
Agreement.

“Disclosure Schedule” shall mean the ‘bound record . dated as.of the date of this
Agreement, furnished by the: Company to the Purchaser pursuant to Section 5.17, and containing
all lists, descriptions, exceptions; and, othér information and matena]s as are required to be
included therein pursuant to this’ ‘Agreement.

“Employee Pension Benefit' Plan” shall mean each employee pension benefit plan
(whether or not insured), as defined in: Section 3(2) of ERISA, which i is‘or was in existence on or
before the Closing Date arid to ‘which the Company is or may hereafter become obligated in any
manner as an employer. »

“Employee Welfare Benefit Plan” shall mean éach employee welfare benefit plan
(whether or not insured), as deﬁned in Sect10n 3(1) of ERISA, which is or was in existence on or
before the Closing Date and to-which the Company is or may hereaﬂer become obligated in any
manner as an employer

- “ERISA” shall mean the Employee Retirement Income Secunty Act of 1974, as amended
(including without lnmtatxon any successor act), a.nd the rules and regulatlons promulgated -
thereunder.

“Escrow Agent” shall have the meaning ascribed to that term in Section 2.6(c) of this
Agreement

“Escrow Agreement” shall have the meaning ascribed to that term in Section 2.6(c) of
this Agreement, and substantially in the Form of Exhibit D.

“Financial Statements” shall have the meamng ascribed'to that term in Section 3.8 of this
Agreement.

“GAAP” shall mean generally accepted accounting prmmples consistently applied

— tiroughout the specified period and in the ] unmedlately pnor*c'o‘mparable period:

“Indemnification Deductible” shali have the meanmg ascnbed to that term in Section
10.6 of this Agreement.

“Indemnification Escrow Account” shall have the meaning ascribed to that term in
Section 2.6(b} of this Agreement.

“Indemnified Party” shali mean a Person claiming indemnification under Section 10.3 of
this Agreement. :




“Indemnifying Party” shall mean a Person against whom clauns of mdemmﬁcatlon are
being asserted under Sectmn 10.3 of this Agreement. '

“Indemnity Notice™ shall have the meaning ascnbed ‘to that term in Section 10.4(b) of
this Agreement.

“Internal Financial Statements” shall mean the Fmanc1al Statements described in Section
3.7(b) of this Agreement.

“IRS” shall mean the United States Internal Revenue, Semce or any successor agency.

“Law” or “Laws” shall mean all laws, -statutes, ordinances, regulauons and other
pronouncements having the effect of law in the United States of Amenca, any foreign country, or
any domestic or fore1gn state, provmce commonwealth elty, cou:ntry, municipality, territory,
protectorate, possession, court tnbuna] agency, government department commission,
arbitrator, board, bureau, or mstrumentahty thereof

“Liabilities” shall mean all debts, obligations, and other 11ab111t1es of a Person (whether
absolute, accrued, contlngent ﬁxed ot otherwise, or whether‘due or to become due).

“Lien” shall mean any rnortgage pledge, assessment, security interest, lease, sublease,
lien, adverse claim, levy, charge, or other encmnbrance of any kind, or any conditional sale
Contract, title retention Contract, -or other Contract to give or-to refrain from giving any of the
foregoing.

“Loss” or “Losses” shall mean any and all monetary damages, Liabilities, fines, fees,
penalties, interest obllganons deficiencies, losses, reductions’in;value of assets or increases in
reserves, financial statement ad_]ust:ments costs- and. expenses (including without limitation
punitive, treble, or:other exemplary Or extra. contractual damages; amounts paid in settlement,
interest, court costs, costs of i mvestlgatlon fees and expenses. of attorneys, accountants, actuaries,
and other experts, and other expenses of litigation or of any ‘claim, - défault, or assessment)
sustained by any Person who is a Party to or entitled to mdemmﬁcatlon under this Agreement or
one or more of the’ Anc:llary Agreements :

“Material” or “Material Adverse Effect” shall mean any condltlon change or effect (or
series of related condltlons, ~changes of " effects) that mdmdually or in the aggregate is
substantially or s1gmﬁcantly different from the usual and customary norms of the condition
specified, or which is. substantlally or s1gmficantly adverse to (i) the business, operations,

condition (financial or otherwise) or results of operatlons of the Person specified; (ii) the
validity or enforceability of this Agreement; or (iii) the ability of either of the Parties to perform
their obligations under this Agreement. Without limiting the generahty of the foregoing, a
change or effect will not be deemed “Material” in a financial sense unless it has, individually or
in the aggregate, a financial impact of $50,000.00 or more.

“Merger Agreement” shall have the meaning ascribed to that term in. Section 2.2 of this
Agreement.




“Merger Sub” shall be the a corporation formed under the laws of the State of '
Washington as a wholly-owned subsidiary of the Purchaser, which will enter into the Merger
Agreement and will merge with and into ’the Company

“Outstanding Common Shares” shall have the meamng;-ascrlbed to that term in the
preamble to this Agreement.

“QOutstanding Preferred Shares” -shall have the meaning. ascribed to that term in the
preamble to this Agreement. - . '

“Party” or “Parties” shall . mean the Controllmg Shareholders the Company and the
Purchaser, individually or collectwely o

“Paying Agent” shall. have the meaning ascnbed to that term in ‘Section 2.6(b} of this
Agreement.

“Person” shall mean.any natural -person, eorporatlon general partnership, limited
partnership, propnetorshlp, ‘trust, union, association; . court, tribunal, agency, government,
department, commission, self-regulatory organization; arbitrator; board bureau instrumentality,
or other entity, enterpnse authonty, or busmess orgamzatlon

“Preferred Stock Resoluttons” shall have the meamng ascribed to that term in the
preamble to this Agreement

“Purchaser” shall be Government Personnel Mutual Life Insurance Company, a Texas
mutual life insurance: company

“Purchaser Indemmﬁed Partles” shall have the meaning ascnbed to that term in Section
10. 3131 of this Agreement

“Quarterly Statement” shall mean any SAP quarterly statement prepared by the Company
filed with or submitted to'the insurance regulatory authonty in 1ts state of ‘domicile on forms
prescribed or pern‘ntted by such authorlty :

“Redemption Account” shall have the meaning' ‘ascribed to that term in Section 2.6(b) of
this Agreement. :

“Redemption Date” shall have the meamng ascribed to'that term in Section 2.5 of this

ﬂgl UCIU.CLH.

“Redemption Notice” shall have the meamng ascnbed to that term in Section 2.5 of this
Agreement.

“Redemption Price” shall have the m_ea_rjing_ascribed to that term in the preamble to this
Agreement, and the calculation of which is found in Section 2.3 of this Agreement.

“Redemption Shortfall Amount” sha]l have. the meaning ascrlbed to that term in Section
2.6(b) of this Agreement.




“Regulatory Approvals” shall mean the consents, approvals, authorizations or clearances
of any regulatory authorities described in Sections :5.1 and 6.1. - '

“SAP” shall mean the . acoountmg practlces requ1red or permitted by the National
Association of Insurance. Commiissioners and the insurance regu.latory authorities in the State of
Washington, consistently applied throughout the spec1ﬁed penod and-in the 1mmed1ately pnor
comparable period.

“SAP Statements” shall mean the Annual Statements, Quarterly Statements and other
financial statements and presentations of the: Company prepared in’ accordance with SAP and
delivered to the Purchaser pm'suant to either or both of Sectlons 3 7 and 5.5.

“Shareholders’ Agreement” shall have the mea.mng ascnbed to that term in Section 2.2 of
this Agreement.

“Subscription Shares” shall have the meamng ascribed to that tenn in the preamble to this
Agreement. :

“Subscription Share Price” shall have the meaning ascribed to that term in the preamble
to this Agreement. S '

“Surplus Debenture” shall have the meamng ascribed to that term in the preamble to this
Agreement, and in substantially the form set forth on Appendrx 1. '

“Surplus Debenture .-Prlce i shall--have the meaning ascribed to that term in Section 2.4.

“Taxes” shall mean.all . taxes charges fees, lev1es or other similar assessments or
Liabilities, including without limitation income, gross receipts, ad valorem, premium, excise,
real property, personal property, windfall. proﬁt, sales, use, transfer, licensing, withholding,
employment, payroll Phase I1I, and’ ﬁ'anch13e taxes and Guaranty Fund assessments imposed by
the United States of America or any state, “local, or foreign government or any subdivision -
agency, or other similar Person of the- Umted States or aly such government; and such term shall
include any interest, fines, penalt1es assessments or addmons to tax resultmg from, attributable:
to, or incurred in connect1on w1th any such tax. or any contest or dlspute thereof.

“Tax Claim” shall have the meanmg ascnbed to it in Section 10.1(b) of this Agreement.

“Tax Returns” shall mean any report return, or other mforrnatlon required to be supphed
toataxing" al.rﬂlon‘ty"m‘conrrectlon withr Taxes: - -

“Third-Party Claim” shall have the meaning ascribed to that term in Section 10.3(a) of
this Agreement. '



EXHIBIT B

FORM OF MERGER AGREEMENT -

[Attached]




PLAN AND AGREEMENT OF MERGER

THIS PLAN AND AGREEMENT OF MERGER ( the “Agreement”) is made and
entered into as of this __ day of 2012, By and- among .GOVERNMENT
PERSONNEL MUTUAL.LIFE ]NSURANCE COMPANY, a Texas mutual life insurance
company (“GPM”); GPM MERGER CORPORATION a Washington corporation (the
“Merger Sub”); NORTH COAST LIFE lNSURANCE .COMPANY, a Washington life
insurance company (the “Company”); and CERTAIN CONTROLLING SHAREHOLDERS
OF THE COMPANY identified on the signatire page of this Agreement (the “Controlling
Shareholders”). GPM, the Merger Sub, the Company and the Controllmg Shareholders are
sometimes hereinafter collectively called the “Parties.” :

WHEREAS, the Company is a stock life insurance company duly organized, existing
and in good standing under the laws of the State of Washington with an authorized capital of
1,500,000 shares of .common stock with a par value of $3.01 per share (the “Company Common
Shares™), of which 1, 500 000 ‘Shares ‘are issued and outstandmg (the “Outstanding Common
Shares”), and 1,000,000 shares of preferred stock, par value $1.00 per share, of which 360,791
shares were designated as-Class “A” Preferred ‘Stock; and all of whrch shares of preferred stock,
as of the Effective Date of the Merger contemplated by this Agreement, shall have been
redeemed by the Company-and. will no longer be issued and outstanding; and

WHEREAS, GPM owns all of the issued and outstanding common capital stock (the
“Merger Sub Shares™) of the Merger Sub, and 763,017 shares of the Outstanding Common
Shares of the Company (the ‘GPM: Shares”) which were acqulred by GPM as of the date of this
Agreement pursuant to a certain Common Stock and Surplus Debenture Subscription Agreement
dated May _, 2012, entered into by and ‘among the Company, the Controlling Shareholders and
GPM (the “Subscription Agreement“ ; and

WHEREAS, the Controlling Sharehold_eté own 620,474 shares of the Outstanding
Common Shares of the Company; and

WHEREAS, the Controlling Shareholdérs, GPM and’ the Company have entered into a
Shareholders® Agreernent dated of - even date herewith (the “Shareholders Agreement”),
pursuant to which GPM ‘and the Controllmg Shareholders have ‘agreed to vote the Outstanding
Common Shares of the Company ‘held by them for and in favor of the Merger; the Subscription
Agreement and the Shareholders’ Agreement are somet1mes referred to collectively herein as the
“Ancillary Agreements;’ and

WHEREAS, the Controllmg Shareholders and the Boards of Drrectors of the Company,
GPM and the Merger Sub have approved this Plan and Agreement of Merger whereby:

(1) The Merger Sub will be merged with and into the Company (the
“Merger”), and the Company shall be the survivor of the Merger (the “Surviving
Corporation™) of the Merger Sub and the Company (the “Merging Corporations”), and
will continue its corporate existence “and operations as a life insurance company
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organized under the laws of the State of Washington, and a wllolly-owned subsidiary of
GPM;

(2)  Each of the Outstanding Common Shares of the Company (other than the
GPM Shares) which are outstanding at the Effective Time shall be converted into the
right to receive cash in the amount of Seven Dollars and Sixty-Six Cents ($7.66) per
share (the “Common Share Merger Price™); and '

(3)  The Merger Sub Shares shall be converted into 736,983 shares of the
common stock, par value $1.67 per share, of the Surviving Corporation; and

WHEREAS, the Board of Directors of the Company has resolved to recommend to the
shareholders of the Company that this Plan and Agreement of Merger be approved by the
shareholders of the Company, and that the holders of the Outstanding Common Shares of the
Company (other than the GPM' Shares) shalil receive cash in the amount of the Merger Price for

the Outstanding Common Shares of the Company (other than the GPM Shares) held by them,;
and

WHEREAS, this Plan and Agreement of Merger has been ﬁled with and approved by the
Insurance Commissioner of the State of Washmgton (the “Regulatory Approval”)

NOW, THEREFORE, pursuant to the prowsrons of the laws of the State of Washington,
and for and in consideration of the premises and the mutual covenants and agreements
hereinafter set forth, the Parties hereto covenant and agree as follows:

ARTICLE ONE
THE MERGER

1.01. The Merger. Subject to the terms and condition set forth in this Agreement, and
in accordance with the laws of the Staté of Washington, on the Effective Date (as hereinafter
defined):

(a) The Merger Sub.will be merged with and into the Company, whereupon the
separate existence of the Merger Sub shall cease, and the Company shall be the Surviving
Corporation, and will continue its corporate existence and operations as a life insurance
company organized under the laws of the State of Washington, and a wholly-owned
subsidiary of GPM.

(b) Subject to the conditions and requirements set forth in the Regulatory
Approval, if any, the Merging Corporations shall file articles of merger, in substantially
the form attached hereto as Exhibit A, (the “Articles of Merger”) with the Office of the
Commissioner of Insurance of the State of Washington and the Secretary of State of the
State of Washington as required by the Laws of the. State of Washington in connection
with the Merger. The Merger shall become effective as of 11:59 p.m., Pacific Time, on
the last day of the month during which the holders of two-thirds of the Outstanding
Common Shares of the Company shall have, approved this Plan and Agreement of Merger
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(the “Effective Time”). The date on which the Effective Time:shall occur is referred to
herein as the “Effective Date.”

(c) From and after the Effective Time, the separate existence of the Merger Sub
shall cease, and the Company, as-the Surviving Corporanon shall without further act or
deed, thereupon and. thereafter succeed to and’ posscss all the rights, privileges,
immunities, powers and franchses, as.well of a public as:of a. private nature, of each of
the Merging Corporatlons all property, real, personal and mixed, and all debts due on
whatever account, including substriptions to shares and all other choses in action, and all
and every other interest of or belonging to each of the Merging Corporations shall be
taken and deemed to be transferred to and vested. in-the: Survwmg Corporation without .
further act or deed. The ‘Surviving Corporation shall thenceforth be responsible and
liable for all Liabilities and obligations of the Mergmg Corporatlons, and any claim
existing or action or procccdmg pending by or against.either of the Merging Corporations
may be prosecuted as if the- Merger had not taken place, or the Surviving Corporation
may be proceeded agamst or substituted in its p]ace Nelther the rights of creditors nor
any Liens upon the Assets and Propertles of the Merging Corporatlons shall be impaired
by the Merger, prov1ded however, that any such Liens shall be limited to the Assets and
Properties subject to such Llens immediately prior to the Effective Date. :

(d) All policies and Contracts of insurance in force and outstanding agamst the
Company, whether initially issued by the Company:or 1ssued by other insurance carriers
and ceded to and remsured by the Company, shall ¢ontinue in force in the Surviving
Corporation on the same, terms and under the same conditions as if such policies and
Contracts of insurance or reinsurance agreements had been issued or entered into by the
Surviving Corporation, and the Survwmg Corporatlon shall carry out the terms of such
policies and Contracts of insurance and reinsurance agreements and shall be entitled to all -
of the rights and prmlcges thcrcof and the reserves, accumulatmg thereon prior to such
Merger.

1.02. Merger Price. The ‘total aggregate consideration payable by GPM for the
Outstanding Common Shares of the Company (other than the GPM Shares) (the “Merger Price”)
shall be cash in the amount of Five Million Six Hundred Foxty-Fwe Thousand Two Hundred
Ninety Dollars ($5,645,290.00), or $7.66 per share (the “Common Share Merger Price”) for each
of the Qutstanding Common: Shares of the Company (other than the GPM Shares) ‘

1.03 Payment of the Common ‘Share .M_erger Price; Con\(ersmn of Merger Sub
Shares; Indemnification’ Escrow Account. Onthe Effective Date, by virtue of the Merger and

without any firther action the part 6f GPM; the ControtlingSharehotders; the Merger Sub; the
Company, or the Surviving Corporation, the Outstanding Common Shares. of the Company
(other than the GPM Shares) outstanding at the Effective Time shall be converted into the right
to receive cash in the amount of the Common Share Merger Price (the “Converted Common
Shares”), and the Merger Sub’ Shares shall be converted into 736,983 shares of the common
stock, par value $1.67 per share, of the Surviving Corporation. On the Effective Date, GPM
shall provide sufficient funding to Washington Trust Bank, Spokane, Washington, selected by
the Surviving Corporation and GPM and which has entered into an agreement in a form and
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substance reasonably satisfactory to the parties thereto, to act as agent of the Parties for the

purposes of mailing and receiving Letters of Transmittal, tabulating the results and distributing .
the Common Share Merger Price to holders of the Converted'‘Common Shares (the “Exchange

Agent”) and to pay cash or other immediately available funds-to holders of the Converted

Common Shares pursuant to Section 1.02 and this Section. At and after the Effective Time, the

holders of certificates of the Converted Common Shares shall cease to have any rights as

shareholders of the Surviving Corporatlon with respect to the Converted Common Shares, and

their sole rights shall pertam to the rece:pt of the Common Share’ Merger Price, payable as set

forth below.

(a) Converted. Common Shares. Ori the Effective Date GPM and the Surviving
Corporation shall provide the. Exchange Agent for. dehvery to each holder of Converted
Common Shares of record on.the Effective Daie a letter of transmittal, in form and
substance reasonably - satlsfactory to GPM -and the " ‘Surviving Corporation, for the
purposes of requesting payment of the Common- Share Merger Price (the “Letters of
Transmittal”). After the: Eﬁectwe Date, GPM shall cause the Exchange Agent to pay the
Common Share Merger Pr1ce in -cash or other lmrnedlately available funds, to each
holder of a certificate representmg Converted Common Shares, promptly upon surrender -
of the sameé to the Exchange ‘Agent, together with a duly executed Letter of Transmittal,
provided, however,. that the Exchange Agent shall pay ‘to any ‘Controlling Shareholders
holding Converted: Common Shares three-quarters (75. 0%) of the Common Share
Merger Price, and dep051t the other one-quarter-(25.0%) of the. Common Share Merger
Price due any such: Controlhng Shareholders (which, together with amounts deposned

' pursuant to Section 2. 6(b) of the-Subscription Agreernent, the “Escrow Deposit”) in the
Indemnification - Escrow Account established pursuant to Subsection 2.6(c) of the
Subscription Agreernent (the: “Indemmficahon Escrow - Account”) No interest will be
paid or accrued-for- thé 'benefit of . holders of certificates representing the Converted
Common Shares on-the cash payable upon’ the surrender of such certificates. Pending
such surrender and - exchange, each such shareholder s certlﬁcates for the Converted
Common Shares shall be deemed for all. corporate purposes by virtie of the Merger and
without any action on the part ‘of the holder thereof, to evidence only the right to receive
the Common" Share* Merger Price. If payment is to be made to a Persori other than the
Person in whose name “the certificate, representmg the. Converted Common' Shares’
surrendered is reg-lstered it shall be a condition of payment that the Converted Common
Share certificate sulrendered shall be properly endorsed or otherwise in proper form for
transfer and that the Person’ requestmg such. payment shall pay any transfer or other Taxes
required by reason of. the payment to a Person other thari‘the registered holder of the
Converted Common Share certificate surréndered or establish to the satisfaction of GPM

and the Surwvmg Corporatlon that such'Tax has been pa1d oris not apphcable

(b) Dissenting Shares. Shares of the ,Outstandmg Common Shares held by any
shareholder who.Has neither voted such -shares in favor of the Merger nor consented -
thereto and with respect to which such shareholder is entitled to dissent under RCW
23B.13.020 and who exercises that right when and in the manner required by RCW
23B.13.020 and 23B.13.200 through 23B.13.280 ( the “Dissenting Shares”) shall not be
converted as provided in this Section 1.03(a), but shall be treated in the manner provided
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under RCW Chapter 23B.13; provided, however, if a shareholder exercising a right to
dissent shall, within the time periods prescribed by RCW 23B.13.200  through
23B.13.280, withdraw or fail to perfect the shareholder’s dissenters’ rights in accordance
with the Washington Business Corporation Act, or fail to commence appropriate
proceedings in respect of, or otherwise lose, such’ ‘dissénters’ rights, then such
shareholder’s Dissenting Shares. shall cease to be D1ssent1ng ‘Shares and shall be treated
as Converted Common Shares and converted as prov1ded in’ this Section 1. 03(a) as
though such shareholder had failed to exercise a nght to-dissent.

(c) Expenses. GPM and the Sumvmg Corporatron shall pay all charges and -
expenses, including those of the Exchange Agent, in-connection with the payment of the
Common Share Merger Prlce after the Effective - Date anprowded in Subsection (a)
above. Until surrender in accordance with the provisions/of this Section, each certificate
of Converted Common Shares- shall represent for all purposes ‘the right to receive the
Common Share Merger Pnce w1thout any mterest thereon

(d) Indernmﬁcatlon Escrow Account. On, and after the Effective Date, the
Exchange Agent shall, depos1t a ‘sum’equal to one-quarter (5. 0%) of the Common Share
Merger Price payable to the Controllmg Shareholders - for Converted Common Shares
held by the Controlling Shareholders whlch w111 be held in the. Indemmﬁcatlon Escrow
Account until the second anmversary of the Effectlve Date to secure the performance of
the Controlling Shareholders’ mdemmﬁcatlon oblrganons under this Agreement and the
Subscription Agreement ‘and Wthh will be credited in full toward payment of the
Common Share Merger Price’ due to such Controlling Shareholders

1.04  Surviving Corporanon At the Effectlve Time:

(a) The atticles of incorporation of the Company as in effect prior to the Effective
Time, shall be amended to reduce the j Jpar value of the Company’s common stock to $1.67
per share, effectlve upon the Effective Date, and, as amended, shall continue to be the
articles of i mcorporatlon of the Surviving Corporation wrth the-same force and effect as if
herein set forth in_full until they shall thereafter be amended altered or repealed in
accordance with thelr terms or as provided by Law.

(b) The bylaws of the. Company in effect mnnednately prior to the Effective Date
shall remain in effect as the: bylaws of- the Surv1v1ng ‘Corporation until they shall
thereaftér be duly altered ‘amienided or ‘repealed in dccordance with their terms or as
provided by Law B -
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(c) All persons who were ‘executive officers and members of the Board of
Directors of the Company- unmedlately prior to the Effective Time (other than members
of the Board of Directors desrgnated by GPM) shall tender their resignations to the
Surviving Corporation, ‘effective "as of the Effective: Time, and GPM, as the sole
shareholder of the Surviving Corporatron shall, upon the Effective Date, elect new
members of the Board of Directors, which, in turn, will elect or appoint executive officers
of the Surviving Cofporation, which Persons shall hold such executive offices and



membership on the Board of Directors of the Surviving Corporation until the next annual
meeting of the Board of Directors of the Surviving Corporation, or until their successors
shall have been elected and shall have qualified, subject to the provisions of the bylaws of
the Surviving Corpoération or as provided by Law. -

__ ARTICLE TWO _
REPRESENTATIONS AND. WARRANTIES OF- THE CONTROLLING
SHAREHOLDERS AND THE COMPANY

The Controiling Shareholders and the Company hereby represent and warrant to GPM as'
follows:

2.01. Organization. The Company is a life msurance _corporation duly organized,
validly existing and in good standmg under the Laws of the’ State of Washmgton and is duly
authorized, qualified, or admitted to-do. business and in. good standmg in all other jurisdictions in
which the failure to be so authorized, quallﬁed or admitted and in good standing, individually or
in the aggregate with othei'such fallures, has.or may- reasonably be: expected to have a Material
Adverse Effect upon the valrd1ty or enforceability of this -Agreement. or the ability of the
Company to perform its obhgatlons under this Agreement, or on the Business or Condition of the
Company. The Company and each of the Controlling Shareholders has full power and authority
to enter into this Agreemeént and to perform its respective: obhgatrons under this Agreement, and
each of the Ancillary Agreements to which it is a party. The Company has furnished to GPM
true and complete copies* -of the articles of incorporation (as certified by the appropriate
governmental or regulatory authontles) and the bylaws of the Company, including all
amendments thereto. : . :

2.02. Authority. The Board:-of Directors of the Company has duly and validly
approved this Agreement and 'the transactions contemplated hereby, and has resolved to
recommend to the shareholders of. the Company that this Agreement be approved by such
shareholders. Each of ‘the Controlhng Shareholders has duly 7and vahdly approved this
Agreement and the- transactions . eontemplated hereby. ‘The execution and delivery of this
Agreement by the Company. and the Controllmg Shareholders ‘and- the performance by the
Company and the Controlhng Shareholders of each of their réspective obligations under this
Agreement have been duly and valrdly authorized by all necessary. corporate action on the part of
the Company, and all necessary 1nd1v1dual corporate or other actions required under the
organizational documents of each of the Controllmg Shareholders and the Company and each of
the Controlling Shareholders. represents and warrants that it has full power and authority to enter

mmto this Agreement, and, subject only‘to ‘the approval of the holders of the Outstanding Common
Shares of the Company, to consummate-the Merger. This Agreement constitutes a legal, valid,
and binding obligation of the Company and the Controlling Shareholders, and is enforceable
against the Company and the Controlling.Shareholders in accordance with its terms, except to
the extent that (a) enforcemeént may be limited by or subject to any bankruptcy, insolvency,
reorganization, moratorium, or similar Laws now or hereafter in effect relating to or limiting
creditors’ rights generally and (b) the remedy of spemﬁc performance and injunctive and other
forms of equitable relief are’subject to certain: equltable defenses and to the discretion of the
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court or other similar Person before which any proceeding therefore mai( be brought.

2.03. Capital Stock. The authorized capital stock of the Company consists of
1,500,000 shares of Common Stock, par value $3.01 per share, of which 1,500,000 shares are
validly issued and outstandmg, fully paid and non-assessable, and 1, 000 000 shares of Preferred
Stock, par value $1.00 per share, of which 360,791 shares: were designated as Class “A”
Preferred Stock, and all of which, shares of preferred stock, as of the Effective Date of the
Merger contemplated in this Agreement, shall have been redeemed by the Company and shall no
longer be issued and outstanding. 620,474 shares of the Outstanding Common Shares are -
owned, directly or indirectly, and beneficially or of record, by:the Controlling Shareholders, and
are free and clear of all Liens, except for Liens disclosed in-Section 2.03 of the Disclosure
Schedule. There are no outstanding securities, obligations, rights; subscriptions, warrants,
options, charter or founders insurance policies, phantom stock rights, or (except for this
Agreement) other Contracts of any kind that give any Person the right to (a) purchase or
otherwise receive or be issued any shares of capital stock of the Company (or any interest
therein) or any security or Liability of any kind convertible into or exchangeable for any shares
of capital stock of the Company (or any ‘interest therein) or .(b) receive any benefits or rights
similar to any rights en_]oyed by or ac¢ruing to a holder of the Common Stock, or any rights to
participate in the equity, income, or election of directors or officers 'of the Company.

2.04 Subsidiaries. Except as disclosed on Section 2.04 of the Disclosure Schedule,
the Company does not control (whether directly or indirectly, whether through the ownership of
securities or by Contract or proxy, and whether alone or in combination with others) any
corporation, partnership,- busmess organization, or other similar Person. For purposes of this
section, “control” shall mean the power to direct, or cause the direction. of, the management and
policies of a Person, and shall be presumed to exist through the ownership or the power to vote
ten percent (10.0%) or more of the voting securities or authority of the Person,

2.05 No Conflicts 'dr Violations. Except as disclosed on Section 2.05 of the
Disclosure Schedule, the execution and delivery of this Agreement by the Comipany and each of
the Controlling Shareholders. does not; and the performancc by the Company and each of the
Controlling Shareholders of its respective obligations under this Agreement will not:

(a)  violate any term or provisions of any Law or any writ, judgment, decree,
injunction, or similar order applicable to the Company or the Controlling Shareholders;

(b)  conflict w1th or result in.a violation or breach of, or constitute (with or
without notice or lapse of time or both) a default under, any of the terms, conditions, or

provisions of the articles or certificate of incorperation or bylaws of the Company, or of
any organizational documents of the Controlling Shareholders;

(c)  result in the creation or imposition of any Lien upon the Company or the
Controlling Shareholders, or any of their respective Assets and Properties that
individually or in the aggregate with any other Liens has or may reasonably be expected
to have a Material Adverse Effect on the validity or enforceability of this Agreement, on
the ability of the Comipany and the Controlling Sharcholders to perform its respective
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obligations under this Agreement, or on the Business or Condition of the Company;

(d)  conflict with or result in a violation or breach’ of, or constitute (with or
without notice or lapse of time or both) a default under, or give to-any Person any right of
termination, cancellation, acceleration, or modlﬁcatlon in or, w1th respect to, any Contract
to which either of the Company or any of the’ Controllmg Shareholders is a party or by
which any of their respective Assets or Properties may be bound and as to which any
such conflicts, violations, breaches, defaults, or- rights’ mdmdually or in the aggregate
have or may reasonably be expected to have a Material Adverse Efféct on the validity or
enforceability of this Agreement, on the. ablhty of the Company and each of the
Controlling Shareholders to perform its respectlve obhgatlons ‘under this Agreement, or
on the Business or Condition of the Company; or ~  *~

(¢)  require the Company or any of the Controllmg Shareholders to obtain any
consent, approval, or action of, or.make any ﬁlmg with or: gwe any notice to, any Person
except: (i) for the Regulatory Approval described in the preamble to this Agreement; (ii)
as disclosed in Sectlon 2.05(e) of the Disclosirre Schedule; or (111) those which the failure -
to obtain, make, or givé individually or in the aggregate with any other such failures has
or may reasonably be expected to have no Material. Adverse Effect on the validity or
enforceability of this Agreement, on the ability of thé Company and each of the
Controlling Shareholders to perform its respective obhgattons under this Agreement, or
on the Business or Condition of the Company.

2.06 Books and Records. The minute books and other similar records of the
Company contain a true and complete record, in all Material -respects, of all actions taken at all
meetings and by all written consents in lieu of meetings of the shareho]ders Board of Directors,
and each committee thereof of the Company. The Books' and Records of the Company
accurately reflect in all Matenal respects the Business or Condition of the Company, and have
been maintained in all Matetial respects in accordance with good business and bookkeeping
practices.

2.07 SAP Statements The Company has pre\nously dehvered to GPM true and
complete copies of the followmg SAP Statements: :

(a) Apnual - Statements of the Company for each of the years ended
December 31, 2008, 2009 2010 and 2011 (and the notes relatmg thereto, whether or not
included. therem), together with a report of mdependent accountants for the Company,
certifying the accuracy thereof;

®) Quarterly Staterhents of the Company for each fiscal quarter in 2010 and
the first three quarters of 2011;

(c) Internal Financial Statements of the Company for period endmg December
31, 2010 and December 31, 2011; and

(d  Reportsof Independent Auditors of the Company for each of years ended
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December 31, 2008, 2009 and 2010. !

Except as disclosed in Section 2.07 of the Disclosure Schedule; to the Best Knowledge of the
Company and the Controlling ' Shareholders, each such SAP- Statement complied in all Material
respects with all applicable Laws when so filed, and ail ‘Miterial deficiencies known to the
Company or the Controlling Shareholders with respect to any such SAP Statement have been
cured or corrected. To the Bést: Knowledge of the Company and the Controllmg Shareholders,
each such SAP Statement (and the notes relatmg thereto, whether or not included therein),
including, without limitation, each balance sheet and each of the statemeénts of operations, capital
and surplus account, and cash flow contained in the respective SAP Statement, was prepared in
accordance with SAP, is true-and complete in -all Material respects, and fairly presents the
financial condition, the Assets and Propertles and the Liabilities of the Company as of the
respective dates thereof and thé results of operations and changes in capital and surplus and in
cash flow of the Company for and dunng the respective penods covered thereby

2.08 No Other Financial Statements. Except for the financial statements described in
Section 2.07, (collectively, the “Financial Statements”), since - December 31, 2010 no other
financial statements have been prepared by or with respect to the Company (whether on a
GAARP, SAP, or other basis).

2.09 Reserves. Except as disclosed on Section 2.09 of the Disclosure Schedule, all
reserves and other similar amounts with respect to insurance as established or reflected in the
SAP Statements of the Company dated as of December 31, 2010, March 31, 2011, June 30, 2011
and September 30, 2011 .(including, without limitation, the reserves and amounts reflected
respectively on lines 1 through'11.3 of page 3 of the December 31, 2011 Annual Statement and
March 31, 2011, June 30, 2011 and September 30, 2011 Quarterly Statements of the Company)
were computed in accordance with commonly accepted actuarial standards consistently applied
and are fairly stated in accordance with sound actuarial prmclples that are in accordance with
those called for by the provisions of the related insurance Contracts and in the related
reinsurance, coinsurance, and other similar Contracts of the- Company, which meet the
requirements of the insurance Laws of the State of Wasliingtoh and each state or jurisdiction in"
which such insurance Contracts were issued or deliveréd. All such reserves and related actuarial
items held in support of the insurance Contracts of the Company; when considéred in light of the
assets held by the Company with respect to the reserves and related actuarial items, including,
without limitation, investment earmngs on the assets and considerations ant1C1pated to -be
received and retained under the. irisurance Contracts, will make good, sufficient and adequate
provision (under commonly’ accepted actuarial standards consistently_ applied and fairly stated in

wmmumwg@iwmdmw

anticipated matured and unmatured benefits, dividends, claims, expenses and other Liabilities of
the Company under all 1nsurance Contracts under which the Company has or will have any
Liability (intluding, without limitation, any Liability arising under or as a result of any
reinsurance, coinsurance, or other similar Contract) on the respective dates of such SAP
Statements. The Company owns assets that qualify as legal reserve assets under applicable
insurance Laws in an amount at least equal to all such required reserves and other similar
amounts.
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2.10 Absence of Changes. Except as disclosed in Section 2.10 of the Disclosure
Schedule or as reflected in the December 31, 2011 Annual Statement of the Company, or except
for changes or developments relating to the conduct of the business of the Company after the
date of this Agreement in oonforrmty with this Agreement ot the- Subscrrptlon Agreement or
upon the requests of GPM, since. December 31, 2010, there has not.béen, occurred, or arisen any
change in, or any event (including without limitation any damage destruction, or loss whether or
‘not covered by insurance), condition, or state of facts of any character that individually or in the -
aggregate has or may reasonably be expected to have a Material Adverse Effect on the Business
or Condition of the Company.” Except-as disclosed i in Section-2.10" of the Disclosure Schedule
(with paragraph references correspondmg to those set forth below), or-except as reflected in the
December 31, 2011 Annual Statement of the Company, or except “for. changes or. developments
relating to the conduct of the business of the’ Company after the_date of this Agreement in
conformity with this Agreement or the Subscnptlon Agreement, or the requests of GPM, since
December 31, 2010, the Company has operated only inthe - ordmary course of business and
consistent with past practlce “and (w:tthout limiting the generahty of the foregomg) there has not
been, occurred, or arisen: -

(a) except for the redemptlon of all of the shares of the Company’s Class A
Preferred Stock descnbed in:the preamble to this Agreement any declaration, setting
aside, or payment’ of any’ d1v1dend or other distribution in tespect of the capital stock of
the Company or any direct or indirect redemption, purchase or other acquisition by the
Company of any ‘suchstock or of any interest in or'right to acquire any such stock;

(b) any . employment, deferred compensatlon or-other salary, wage, or
compensation Contract entered into between the - Company and any of its respective
officers, directors, employees agents, consultants or similar: representatlves, except for
normal and eustomary Contracts with agents, employees and consultants in the ordinary
course of business and: con31stent ‘with past. practrce or any increase in the salary, wages,
or other compeénsation of ‘any kind, whether currént or deferred, of any officer, director,
employee agent, consultant, or other similar representatlve of the Company other than
routine increases that were made in the ordmary course of business-and consistent with
past practice and that d1d not result in-an increase of fore than five percent (5.0%) of the
respective salary, wages, of compensatlon of any‘such Person; or any creation of any
Benefit Plan or any contnbutlon to or amendment or modification of any Benefit Plan;

() any issuance, sale or dlSpOSlthIl by the Company of any debenture, note,
stock, or other security issued by the Company, or any modification or amendment of any
right of the holder.of. any outstanding debenture, note, stock or other security issued by

—the Company;

(d any Lien created on or in any of the Assets and Properties of the
Company, or assumed by the Company with respect to any of such Assets and Properties,
which Lien individually or in the aggregate ‘with any. other Liens has or may reasonably
be expected to have a Material Adverse Effect:on the Busmess or Condition of the
Company;
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(e)  any prepayment of any Liabilities which individually or in the aggregate
has or may reasonably be expected to have a Material Adverse Effect on the Business or
Condition of the Company,

H any Lnablhty mvolving the borrowing of 'money by the Company;

(g0 any L1ab111ty incurred by the’ Company 1n any transaction (other than
pursuant to any insurance Contract entered irito -in the ordmary course’ of business and
consistent with past practlce) not involving the borrowmg of. . money, except such
Liabilities incurred by the'Company, the result of wlnch mdlwdually or in the aggregate
could not reasonably be expected to have a Matenal Adverse Effect on the Business or
Condition of the Company, '

(h)  any damage, destructlon or loss: (whether or. not covered by insurance) -
affecting any of the Assets and Propertles of the Company, which’ damage, destruction, or
loss mdlwdually or in the aggregate ‘has or mlght reasonably be ‘expected to have a
Material Adverse Effect on the Busmess or Condltlon of the Company;

® any work stoppage stnke sIowdown other labor difficulty, or (to the Best
Knowledge of the Company “and: the Controllmg Shareholders) union organizational
campaign (in process or threatened) at br affectmg the' Company;

) any Material change in any underwntmg, actuanal investment, financial
reporting, or acoountmg practlce or ‘policy “ followed by ‘the - -Company, or in any
assumption underlymg such a practice or pollcy, or in-any’ ‘method’of calculating any bad
debt, contingency,:.or other Teserve for financial - reportmg purposes or for any other
accounting purposes,

(k) any payment discharge, or satisfaction by the Company of any Lien or
Liability other_than’Liens or-Liabilities that were paid, dlscharged or satisfied since
December 31, 2010 in the ordmary course of ‘business and consistent with past practice,
or were paid, dlscharged or satisfied as requrred “urider. tl'ns Agreement

1)) any -cancellation - of any L1ab1hty owed to the Company by any other
Person;

(m) - any. Matenal wnte-off or write-down of, or any. determmatlon to write-off
or write-down any of, the Assets and Properties of the Cornpany or-any pornon thereof;
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(n) any Matenal sale transfer, or conveyance of any investments, or any other
Assets and Properties of the Company, except in the ordinary course of business and
consistent with past practice;

(0)  any amendment, termmatlon, waiver, disposal, or lapse of, or other failure
to preserve, any license, perrmt, or.other form of authorization of the Company, the result
of which individually or in the aggregate has or may reasonably be expected to have a.
Material Adverse Effect on the Business or Condition of the Company;



(p)  any transaction or arrangement under which the Company paid, lent, or
advanced any amount to or in respect of, or sold, transferred, or leased any of its Assets
and Propertics or any service to, any of the Controlling Shareholders {except for
payments of salaries and wages in the ordinary course of business and consistent with
past practice, and except for payments made pursuant 40 any Contract disclosed in
Section 2.10(b) or Section 2.17(a) of the Disclosure Schedule), or of any Affiliate of the
Company, or any officer or director theréof; (ii) any business or other Person in which
any Controlling Shareholder the Company, or amy- such ofﬁcer .or director, or any such
Affiliate has any material interest, except for advances- made to, or reimbursements of
expenses of, any of the Controlhng Shareholders or any officers or directors of the
Company for travel and other businéss" expenses in reasoniable:amounts in the ordinary
course of business and .consistent ‘with Past practrce, or .advances or payments to any
Affiliate of the Company pursuant to any Contract of the type descnbed in Sectlon‘
2.17(g);

(@@ any Matenal amendment of or any fallure to petform all of its obligations
under, or any default under ~of-any waiver of any, right under ‘or ‘any termination (other
than on the stated exprratlon date)" of;-any Contract that mvolves or reasonably would
involve the annual expendlture or. recelpt by the Cornpany of a Material amount or that
mdlwdually or in the aggregate is Material to the: Busmess or Condition of the Company;

(r) any Matenal decrease in the amount of, or any Material change in the
nature of, the i 1nsurance Contracts in force of the ‘Company or any Material change in the
amount or nature of the reseryes, liabilities or other similar amounts of the Company with
respect to such insurance Contracts (including, without llrmtatron reserves and other
similar amounts of a type requlred to be reflected respectlvely on lines 1 through 11.3 on
page 3of any SAP Annual Statement of the Company);

(s) any ;amendmentto th‘eartrcles_ or ce_rt_rﬁc_ate ‘of incorporation or bylaws of
theCompany, B R - o

) any termmatlon amendment, or. executlon by the Company of any
reinsurance, comsurance or other sunrlar Contract as cedmg Or assuming insurer;

(u) any expendlture or- commrtment for . addltlons to property, plant,
equipment or other tanglble or- mtangrble capital assets of the. Company, except for any
expenditure or commltment the result.of which mdmdually or in the aggregate does not -
have and may not- reasonably ‘be expected to have a Material Adverse Effect on the
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(v) any arnendment or mtt'oductron by the Company of any insurance Contract
other than in the ordinary course of businiéss and consistent wrth past practice; or

(w)  any Contract to take any of the actions described in this Section other than
actions expressly permltted under this Section.



211 No Undisclosed Liabilities. Except to the extent reflected in the balance sheet
included in the December 31, 2011 Annual Statement of the Company (or in the notes relating
thereto), or except as disclosed in Section-2.11 of the Disclosure Schedule, there were no
Liabilities (other than policyholder benefits payable in the ordinary course of business and
consistent with past practice) against, relating to, or affectmg the Coimpany as of December 31,
2011 that individually or in the aggregate have or may reasonably be expected to have a Matenal
Adverse Effect on the Business or Condition of the Company. - Except to the extent reflected in
the balance sheet included in the'December 31, 2011 Annyal. Statement of the Company (or in
the notes relating thereto), or-except as disclosed in Section 2.11 of the Disclosure Schedule,
since December 31, 2010, the Company has not incurréd any Liabilities (other than policyholder
benefits payable in the ordinary course of business.'and .consistent with past practice) that
individually or in the aggregate have or may reasonably be expected to have a Material Adverse
Effect on the Business or Condition of the Company.

2,12 Taxes. Except as dlsclosed in Section 2.12 of the Disclosure Sehedule (with
paragraph references correspondmg to those set forth below):

(a)  All Tax Returns required to be filed w1th respect to the Company have
been duly and tlmely filed, and all such Tax Returns are true and complete in all Material
respects. The Company has duly and timely paid all Taxes that are due, or claimed or .
asserted by any taxing authority to be due, from the Company for the periods covered by
such Tax Retuns or has duly provided for all such Taxes in the Books and Records of
the Company and in accorda.nee with SAP, including, w1thout limitation, in the Financial
Statements. There are no Liens with respect to Taxcs (except for Liens with respect to -
real and personal’ property Taxes not yet due) upon any of the Assets and Properties of
the Company.

(b)  With respect to any period. for which Tax Returns have not yet been filed, .
or for which Taxes are not yet due or owing, the- Company has made due and sufficient
current accruals for 'such Taxes in its respective Books-and Records and in accordance
with GAAP and SAP, and such current accruals through ‘December. 31, 2011 are duly and
fully provided for in the Financial Statements of the Comipany for the perrod then ended.

(¢)  The United States federal income Tax. Returns of the Company have not
been audited or examined by the IRS, and the statute of* limitations for all periods through
the year 2006 has expired. The state, local, and foreign income Tax Returns of the .
Company have not.been audited or examined, and-all statutes of limitation for all
applicable state, local,’ and forelgn taxable periods through the respective years specified

in Section 2.12(c) of the Dlsclosure btatement have expu'ed There are no outstanding
agreements, waivers, or arrangements extending the statutory period of limitation
applicable to any claim for, or the period for the collection or assessment of, Taxes due
from the Company:for any taxable period. The Company has previously delivered to the
Purchaser true and complete copies of each of the most recent audit reports relating to
the United States federal, state, local, and foreign income Taxes due from the Company -
and the United States federal, state, local, and foreign income Tax Returns, for each of
the last three taxable years, filed by the Company (insofar as such returns relate to the
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Company, if filed by any affiliated or consolidated group of which the Company was
then a member).

(d) No audit or other proceeding by any. court, governmental or regulatory
authority, or similar Person is pending or (to the Best’Knowledge of the Controlling
Shareholders or the Comipany) tlireatened with respect to any Taxes due from the
Company or any Tax Return-filed by or relating to the Company. To the Best
Knowledge of the Controlling Shareholders and the Company, no assessment of Tax is
proposed against the Company, or any of its Assets and Propertles

(e) No election under any of Sectlons 108, 168, 338, 441, 463, 472, 1017,
1033, or 4977 of the Code (or any predecessor pr0v1s1ons) has been made or filed by or
with respect to the Company or any of its Assets-and Propertles ‘None of the Assets and
Properties of the Company is an asset or property: that’ the- Purchaser or any of its
Affiliates is or will be required to treat as being owned by any other Person pursuant to
the prowsmns ‘of Section 168(f)(8) of the Internal Revenue Code of 1954, as amended
and in effect immediately before the enactment of the Tax Reform Act of 1986, or
tax-exempt use property within the meaning of Section 168(11)(1) of the Code. No
closing agreement pursuant to Section 7121 of the Codé (or any predecessor provision) or '
any similar provision of any state, local, or-foreign Law has been entered into by or with
respect to the Company or any of its Assets and Properties.

) The Company has not agreed to, nor is it requlred to make any adjustment
pursuant to Section 481(a) of the Code (or any predecessor provision) by reason of any
change in any accounting method of the Company, and the Company does not have any
application pending. with any taxing authority requesting’ permission for any changes in
any accounting method. of the Company. To the Best Knowledge of the Controlling
Shareholders and the'Company;, the IRS has not proposed any such adjustment or change
in any accounting method of the Company.

(g)  Neither the Company nor any of the Controlling Shareholders has been or
is presently in violation (or with notice or lapse of time or both, would be in violation) of
any applicable Law relating to the, payment or withhélding of Taxes. The Company has
duly and timely withheld from employee salaries, wages, and other compensation and
paid over to the appropriate. taxing authorities all amounts required to be so withheld and
paid over for all periods under all applicable Laws. :

(h)  Neither any of the Controlling Shareholders nor the Company is a party to,

is bound.-by, or has any . obhgattonmnder any Tax sharing Contract, Tax allocation
Contract or similar Contract; notwithstanding any disclosure contained in the Disclosure

Schedule, the Controlling - Shareholders and the Company represent and warrant that, at

the Closing, neither the Controllmg Sharetiolders nor the Company shall be a party to, be

bound by or have any obligation ‘under, any Tax sharing Contract, Tax allocation

Contract or similar Contract or arrangement. The Company is not a foreign person

within the meaning of Section 1445(f)(3) of the Code. :

()} Other than a certam ‘reinsurance agreement number YC-1 entered into
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between the Company and GPM dated December 31, 2008, there are no reinsurance,
coinsurance, or other similar Confracts under which the Company receives or has
received surplus relief. -

() The Company has not made any direct, indirect, or deemed distributions
that have been or could-be taxed under Section 815 of the Code.

(k)  All ceding commission expenses paid or accrued by the Company in
connection with any assumption reinsurance arrangement or Contract in which the
Company is or was the reinsurer have been. capltallzed and amiortized over the life or
lives of such reinsurance arrangement or Contract in accordance with the decision of the
United States Supreme Court in Colonial ' American ° L1fe Insurance Company_v.
Commissioner of Internal Revenue, 109 S.Ct. 2408: (1989) '

)] No Material Liabilities have been proposed in connection with any audit
or other proceedmg by any court, governmental or regulatory authonty, or similar Person
with respect to any Taxes’ due from the Company or any Tax Return filed by or relating
to the Company.

(m) Neither: any of the Controlling Shareholders nor the Company is a party to
any agreement, contract plan or arrangement that has resulted or would result, separately
or in the aggregate,'in the payment of any “excess parachute payments” within the
meaning of Section 280G of the Code.

2.13 Litigation. Except as disclosed in Section 2.13 of the Disclosure Schedule (with
paragraph references correspondmg to those set forth below):

(a) There aré no actions, suits, investigations, or proceedings pending, or (to
the Best Knowledge of the Controlling Shareholders) thréatened, against the Controllmg
Shareholders, or any of their. respective” Assets and Properties, at law or in equity, in,
before, or by any Person that individually or in the aggregite have or may reasonably be
expected to have. a.Material Adverse Effect on the _validity or enforceability of this
Agreement, on the ablhty of the Controlling Shareholders to perform their obligations
under this Agréement; or on the Business or Condition of the Company. '

(b) There are no actions, suits, investigations, or proceedings pendmg, or (to
the Best Knowledge of the .Controlling Shareholders and the Company) threatened,
against the Company or any of its Assets’and Properties, at law or in equity, in, before, or
by any Person that individually involve a claim or. clains for' any injunctive or similar

relief or for damages that has or may reasonably be expected to have a Material Adverse
Effect on the Business or Condition of the Company, or which contain or allege an
unspecified amount of da.mages '

(c) There are no writs, judgments, decrees, or similar orders of any Person
outstanding against the Company that individually-or in the aggregate bave or may
reasonably be expected to have a Material Adverse Effect on the Business or Condition
of the Company, and there ‘are no mjunctlons ot similar orders of any Person outstanding
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against any of the Controlling Shareholders or the Company.

2.14 Compliance with Laws. Except as disclosed in Section 2.14 of the Disclosure
Schedule, the Company has not been and currently is not in v101at10n (or with ‘or without notice
or lapse of time or both, would be in violation) of any term or provision of any Law or any writ,
judgment, decree, injunction; or similar order applicable to the Company or any of its Assets and
Properties, the result of Wthh v101at10n individually or violations in' the aggregate has or may
reasonably be expected to have a Matenal Adverse Efféct on the Busmess or Condition of the
Company. Without limiting the generahty of the foregoing:

(a) Since January 1, 2009 the Company has duly and vahdly filed or caused to
be so filed all reports, statements, documents, registrations, filings; or submissions that
were required by Law to be filed with any Person and as to which- the failure to so file,
individually or in the aggregate with other . such fallures has or may reasonably be
expected to have a Material Adverse Efféct on the Business.or Condition of the
Company; all such filings comphed with apphcable Laws in‘all Matetial respects when -
filed and, no Material deﬁc1enc1es have been asserted by any Person with respect to any
such filings. - The Company has prewously dehvered to GPM copies of the holding
company reg1strat10n statements,’ 1nclud1ng the most recent annual amendments thereto,
of the Company as ﬁled w1th the Insurance Commlsswner in 1ts state of domicile.

()  The Company-has prewously dehvered to GPM the reports reflecting the
results of the most recent financial and market conduct’ examinations of the Company
issued by the Insurance Commissioner in its staté of . dormcﬂe Exoept as disclosed in
Section 2.14(b) of the Dlsclosure Schedule; all Material deﬁmencxes or violations in such
report have been resolved to the satisfaction of the Insurance Commissioner of the state
of dormcﬂe of the Company

(c} To the Best Knowledge of the Controllmg Shareholders and the Company,
and except as disclosed in Section’2.14(c) of the Disclosure: Schedule all outstanding
insurance Contracts lssued remsnred or underwritten by. the Company are, to the extent
required under apphcable Laws, on forms which were subinitted to- aid approved by the -
insurance regulatory: authontles of each jurlSdlCtIOIl where such insurance Contracts were
issued or delivered, or-have-been filed with and rot obje ected to by such authorities: within
the period provided for objection.” The rates’ charged for i insdrance under the insurance
Contracts ‘issued by the Company have been deternnned in accordance with usual and
customary actuarial prificiples and practices, and .are not based ‘upon the race of the
insureds or proposed insureds under such’ msurance Contracts ‘The Company has

precedures-in- plaeerforrceofdtnattﬂgepehe._ in pany’s-database-with—
the federal Social. Secunty database to deterrmne whether msureds under life insurance
and annuity Contracts are deceased.

(d) (@) To the Best Knowledge of the- Controlling Shareholders and the
Company, Section 2.14(d) of the Disclosure Schedule contains a true and complete list of
each master or prototype (as well as any individually designed) pension, profit sharing,
defined benefit, Code Section 401(k), and other retlrement or employee benefit plan or
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Contract (including, but not limited to, simplified employee perision plans, Code Section
403(2), (b) and (c) annuities, Keogh plans, and individual retirement accounts and
individual retlrement annmtles) offered or sold by -the Company to, or maintained or
sponsored for the benefit of any employees ‘of, any other Persori, and each determination
letter relating to the creat10n or amendment of any- such plan or Contract To the Best
Section 2.14(d) of the Disclosure Schedule, each suchi- plan or; Contract in all material
respects conforms with, and -has been offered sold, mamtamed and sponsored in
accordance with, all applicable Laws. To the Best Knowledge of the Controlling
Shareholders and the Company, and except as disclosed in Section2. 14(d) of the
Disclosure Schedule, the Company is not a ﬁduc1ary with respect 10 any plan or Contract
referenced in this Section 2.14(d). '

(ii) 'I'he Company does not provide admmlstratlve or other contractual
services for any plan or Contract referenced in this Sectlon 2:14(d), including, but not
limited to, ‘any th1rd party adnumstrattve services for an Employee Welfare Benefit

Plan.

(iii) , To. the extent. that the Company mmntams -any-collective or.commingled
funds or accounts which restrict ‘the Persons who may invest therein to tax-exempt
entities or quahﬁed plans, each such-fund or account (of which-a true and complete
list and descnptlon is d1sclosed in Section 2. l4(d1{3[ of the Dlsclosure Schedule) has
been. estabhshed mamtalned and-operated in- aceordance with all applicable Laws,
has mamtamed its tax- exempt status and has no nonquahﬁed plans or trusts or other
taxable entities mvestmg init.

(iv) In addltlon to the representations and ‘warranties contained in Section
2.13, there are no claims’ pendmg, or (to the Best Knowledge of the Controlling
Shareholders and the: Company) threatened, agamst the Company or any of its Assets
and Propertles under any- ﬁdumary liability insurance policy issued by or to the
Company that’ mdlvldually or in the aggregate has or. may reasonably be expected to
have a Material Adverse Effect on the Business.or Condition of the Company.

2.15 - Benefit Plans, ERISA

(a) Section’ 2 15(a) of the Disclosure'. Schedule contains a true and complete
list and descnpnon of; and.discloses the-amount accrued or-payable for each of the year

ended December 31 2011 under” each of the Beneﬁt Plans and identifies each of the
Renefit Pl .
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Plan, and sets- forth the va]uatlon date of each such Beneﬁt Plan Ne1ther the Controlling -
Shareholders nor the Company, nor any of its Affiliates has any Contract, plan, or
commitment, whether legally binding or not, to create any addttlonal Benefit Plan or to
modify or change any existing Benefit Plan Each contribution or other payment required
to be made or to be voluntarily made by the' Company on or before December 31, 2011
with respect to any of the Benefit Plans is disclosed in Section 2.15(a) of the Disclosure
Schedule, together with the date such contribution or payment is due or is to be made.




Except as disclosed in Section 2.15(a) of the Disclosure Schedule, no Company Common
Shares or other security issued by the Company or any of its Affiliates forms or has
formed a material part of the Assets and Properties of any Benefit Plan.

(b)  None of the Benefit Plans is or has been a multi-employer plan, as that
term is defined in Section'3(37) of ERISA. To the Best-Knowledge of the Controlhng
Sharcholders and the Company, there has been no- transaction, action, or omission -

~ involving the Controllmg Shareholders or the Company, any ERISA Affiliate, or (to the

Best Knowledge of the Controlling Shareholders ‘and -the - Company) any fiduciary,
trustee, or administrator of any Benefit Plan, or any other Person’ dealing with any such
Benefit Plan or the related trust or funding vehlcle, that in any manner violates or will
result in a violation (with or mthout notice or lapse of time or,both) of Sections 404 or

406 of ERISA or conititutes or will- constltute (with or without notice or lapse of time or

both) a prohlbtted transaction (as defined in Sectron 4975(c)(I) of the Code or Section
406 of ERISA)-for which: there exists neither a statutory,nor a regulatory exemption and -
which could. sub_;ect the Company or any party ininterest (as deﬁned in Section 3(14) of
ERISA) to criminal’ ot ¢ivil sanctions under Section 501-or 502 of ERISA, or to Taxes
under Code Sectlon 4975 ‘or to any other Liability. -

() Tothe Best Knowledge of the Controllmg Shareholders and the Company,
and except as dlsclosed in Section 2.15(¢) of the Disclosure Schedule there has been no
reportable event (as deﬁned mn SCCthl’l 4043(b) of ERISA) w1th respect to any Employee
Pension Benefit Plan or any Employee Welfare Beneﬁt Plan for which notice to the
PBGC has not. been waived by rule or regulation. To the Best Knowledge of the
Controlling Shareholders and the ~Company, neither any of the Controlling Shareholders
nor the Company, nor any ERISA Affiliate has any L1ab111ty to'the PBGC (other than any
Liability for’ msurance prermums not yet due to'the. PBGC), 1o any present or former
participant .in or beneﬁcrary of ‘any Beneﬁt Plan (or any -beneficiary of any such
participant or beneficiary), or to.any: Employee Pension Benefit Plan-or any Employee
Welfare Beneﬁt Plan. To: the Best Knowledge ‘of the, Controllmg Shareholders and the
Company, no event, fact, or ¢ircumstance has arisen or occurred that has resulted or may
reasonably be expected to rcsu]t in: any such L1ab1llty or aclaim against the Company by
the PBGC, by any. present or fonner participant in or any beneficiary of any Employee
Pension Benefit Plan‘or-any Employee Welfare Benefit Plan (or any beneficiary of any
such participant or- beneﬁmary), or by any such Benefit Plan. To the Best Knowledge of
the Controlhng Shareholders. and the Company, and .except. as disclosed in Section

2.15(c) of. the Drsclosure Schedule, no. ﬁlmg has been or will be ade by the Controlling
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Shareholders or- the Company, or any ERISA Afﬁllate, and no proceedlng has been

Plan or any Employee Welfare Beneﬁt Plan and 1o complete or partial termination of
any such Benefit Plan has occurred or, as a result of the execution or delivery of this
Agreement or the consummation of the transactions contemplated hereby, will occur,

(d) Tothe Best Knowledge of the Controlling Shareholders and the Company,
all amounts that the Company is required to pay by Law or under the terms of the Benefit
Plans as a eontnbutron or other ‘payment to or in respect of such Benefit Plans as of the



last day of the most recent fiscal year of each of the Benefit Plans have been paid. The
funding method used in connection with each Benefit Plan that is or at any time has been
subject to the funding requirements of Title I, Subtitle B, Part 3 of ERISA, meets the
requirements of ERISA and the Code. No Benefit Plan subject to Title IV of ERISA (or
any trust established thereunder) has ever incurred any accumulated funding deficiency
(as defined in Section 302 of ERISA and Section 412 of the - Code), whether or not
waived, as of the last day of the most recent fiscal year of such Benefit Plan.  With
respect to any period for which any contribution or other’ payment to or in respect of any
Benefit Plan is not-yet due or owing, the Company: has: made-due and sufficient current
accruals for such contributions and other payments in accordance with SAP, and such
current accruals through December 31, 2011 are duly ‘and fully provided for in the
Financial Statements of the Company for the period then ended.

(e) To the Best Knowledge of the Controllmg Sharcholders and the Compa.ny, '
each Benefit Plan is and has béen operated and admlmstered in all material respects in
accordance with all apphcable Laws, including, without- limitation, ERISA and the Code.
Each of the Employee Pension -Benefit Plans and Employee Welfare Benefit Plans that is
intended to be qualified withii the ¥ meaning of Section. 401(a) of the Code is so qualified
and satisfies“the requirements of- Sections 401(a) and 501(a) of the Code, or an
application for such.qualification has been ﬁled with the IRS and is currently pending.
To the Best Knowledge of the Controlling Shareholders and the Company, there exists no
fact, condition, or set of circumstances that has or may reasonably be expected to have a
Material Adverse Effect on the quallﬁed status of any.Employee Pension Benefit Plan or
any Employee Welfare Beneﬁt Plan intended to be so qualified or the intended United
States federal income Tax- treatment or consequences of any Employee Pension Benefit
Plan or any Employee Welfare Benefit Plan. None of the ‘Benefit Plans, or any related
trust or funding vehicle, conducts or has conducted any unrelated trade or business as that
term is defined in Sectlon 513 of the Code All necessary governmental approvals,
determinations, and not1ﬁcat10ns for all Employee "Pension Benefit Plans and all
Employee Welfare Benefit Plans have been obtained, or an. application for such approval,
determination or notification is pending with respect thereto. '

'63) To the Best Knowledge of the Controlling Shareholders and the Company,
the actuarial: assumpnons utilized, where appropriate, in connection with determining the
funding of each Employee Pension Benefit Plan (as set fort.h in the actuarial report for

- such Benefit Plan) are ‘reasonable in all Material Tespects. Based: on such actuarial
assumptions, as of’ December 31, 2011 the fair market value of the Assets or Properties
held under each. Employee Pension Benefit Plan exceeds the actuarially determined

present value of all accrued benefits of such Benefit Plan (whﬁher or not vestecl)
determined on an ongomg—Beneﬁt Plan bas:s . :

(g) Except as disclosed in ect:on 2.15(g) of the Disclosure Schedule, and
except for claims by third parties for benefits owed to participants or beneficiaries under
the Benefit Plans, -and except.for divorce proceedings, there are no pending or (to the
Best Knowledge of any of the Controlhng Shareholders or the Company) threatened
actions, suits, investigations, or other proceedings by any present or former participant or

1558B31v8
04764-004



beneficiary under any Benefit Plan (or any beneficiary of any such participant or
beneficiary) involving any Benefit Plan or any rights or benefits under any Benefit Plan
or any rights or benefits under any Benefit Plan other than ‘ordinary and usual claims for
benefits by participants or beneficiaries thereunder. - There is no writ, judgment, decree,
injunction, or similar order of any court, governmental or regulatory authority, or other

similar Person outstandmg agamst or in favor of any Berefit Plan or any fiduciary
thereof

2.16 Propert;es ‘Except as disclosed in Sectlon 2.16 of the D1sclosure Schedule (with
paragraph references corresponding to those set forth below):

(a) The Company has good and valid title to all debentures, notes, stocks,
securities, and other assets that are of a type requlred to be disclosed in Schedules B
through DB of its SAP Annual Statément and that are owned by it, free and clear of all
Liens.

(b) The Compa.ny owns good and indefeasible title to, or has a valid leasehold
interest in, all real property used in the conduct of its business, operations, or affairs, and
are of a type required to be disclosed in Schedule A of its SAP ‘Annual Statement, free
and clear of all Liens.’ No unprovement on any suchreal. property owned, leased, or held
by the Company encroaches upon any real property of any other Person. The Company
owns, leases, or has a valid nght under Contract to use adequate means of ingress and
egress to, from, and over all such real property.

(c) The Company owns good and indefeasible title to, or has a valid leasehold
interest in or has a valid right under Contract to use, all tangible personal property that is
used in the conduct of” 1ts respective business, operanons, or affairs, free and clear of all
Liens. :

(d)  The Company has, and at all times after the Closing Date will have, the
right to use, free and. clear of any royalty or other : payment obligations, claims of
infringement o1 alleged mfrmgement, or other Liens, all marks, names, trademarks,
service marks, patents patent rights, assumed names, logos, trade secrets, copyrights,
trade names, and service marks that are used in the conduct of its respective business,
operations, of affairs’ (of which a true and complete list and description is disclosed in
Section 2.16(d) of the Disclosure Schedule), and all computer software, programs, and
similar systems, owned: by ‘or licensed to the Company, or any . Affiliate of the Company,
or used in the conduct of.its business, operations, or. affairs (of which a true and complete

list and—desenpt}en—}s—d}solosed—m ectromZ%@m%msmM%MH
the Company nor any of its Affiliates is in conflict with or in violation or infringement of,

nor has the Company or any Affiliate received any notice of any conflict with or violation

or infringement of or any claimed conflict with, any asserted rights of any other Person

with respect to any intellectual property or any computer software, programs, or similar

systems, including, without limitation, any of such items disclosed in Section 2.16(d) of

the Disclosure Schedule. '
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2.17 Contracts. Section 2.17 of the Disclosure Schedule (with paragraph references
corresponding to those set forth below) contains a true and complete list of each of the following
Contracts or other documents or arrangements (true and comiplete copies, or, if none, written
descriptions, of which have béen made available to GPM, together with all amendments thereto), -
to which the Company is a party or by which any of its respective Assets and Properties is or
may be bound:

(a)  all employment, agency, consultation, or representatlon Contracts or other
Contracts of any type (including, without lumtatlon, Toans or advances) with any present
officer, director, employee, agent, consultant; ‘or other similar representative of the
Company (or former' officer, ‘director,” employee agent; consultant or similar
representative ¢ of the Company, if there exists any present or future liability with respect -
to such Contract, whether now existing or contmgent) (other than Contracts with
consultants and similar- representatlves who do not receive compersation of $50,000 or
more per year and other than employment or agency, Contracts -with agents who do not
receive compensatlon of $50 000-or more per year), and'the name, position, and rate of
compensation of each such Person and the explratlon date of each such Contract, as well
as all sick leave, vacation, ‘holiday, and other sifilar practlces ‘procedures, and policies
of the Company estabhshed or administered other than as Beneﬁt Plans;

(b) all Contracts with any Pemon contalmng any provision or covenant
limiting the ability of the Company to engage in any line of business or to compete with
or to obtain products of services from any Person or limiting the ability of any Person to
compete w1th or to provrde products or services to the Company‘,

(c) all pariners}up, joint venture, proﬁt-sharmg, or snmlar Contracts with any
Person (other than Beneﬁt Plans);

{d) all Matenal Contracts relatmg to the borrowmg of:money by the Company
or to the direct or 1nd1rect guarantee by the Company . of any obllgatlon for borrowed
money for the Company or any. of its Afﬁ]lates, orany othet Llablhty in respéct of
indebtedness of any' other Person, mcludmg without limitation  any Contract relating to
the maintenance of compensatmg balances that are not terminable by the Company
without penalty upon not-more than sixty (60) calendar days notice, any line of credit or
similar facrhty, the ‘payment. for - property, products, of services of ¢ any other Person even
if such property,. products or services .are not conveyed,’ ‘delivéred, or rendered, or the -
obligation to take-or-pay, keep ~well, make-whole, or maintain’ surplus or earnings levels
or perform other financial- ratios of requirements;- .Section 2.17(d) of the Disclosure

Sehedtﬂeeeﬂtams—a—tme aad—eomplete&stoﬁanweqwrements—fopconsentm—approvals——;*
of creditors needed to consummate the transactions contemplated hereby;

(e) all leases or subleases of real oroperty used in the business, operations, or
affairs of the Company, and all other leases, subleases, or rental or use Contracts for
which the Company is liable' '

(f) all Contracts relatmg to the future disposition or acquisition of any
investment in or security of any Person or of any interest in any business enterprise (other
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than the disposition or acquisition of investments in the ordmary course of business and
consistent with past practice);

(2) all Contracts or. arrangements (including, without limitation, those relating
to the sharing or allocanon of expenses, personnel, services, or facilities) between or
among the Company and any of its Afﬁhates or any other’ Person who is described in
Section 2. 10(1))

(h) all reinsurance, coinsnrance' or other silnilar Contracts indicating, with
respect to each such. Coniract, the information -required. to be disclosed in Schedule S of
the SAP Annual Statements of the Company, '

() all outstanding proxies, powers of attorney, or similar delegations of
authority of the Company, - except’ for powers of . attorney for the service of process
pursuant to apphcable msurance Laws

Gy all Contracts for any product, service, equlpment facility, or similar item
(other than i msurance Contracts issued, reinsured, or underwritten by the Company and
other than relnsurance comsurance and’ other snmlar Contracts) that by its terms do not
~ expire or terrmnate or -ate not- términable by -the Company, without penalty or other
L1ab111ty, within six (6) months after December 31, 2011 and

k) all other Contracts (other than 1 msurance Contracts issued, reinsured, or
underwritten by the- Company) that involve the payment ‘or potent1a1 payment pursuant to
the terms of such: Contracts by or to ‘the Company that are Material to the Business or
Condition of the Company

To the Best Knowledge of.. the Conn'ollmg Shareholders. and the Company, each Contract
disclosed or required to bé disclosed in the Dlsclosure Schedule pursuant to this*Section is in full
force and effect and constltutes a: legal valid, and’ blndmg obh ganon of the Company and of each -
other Person that is a party thereto in accordance, w1th its terms and neither the Company nor (to
the Best Knowledge of any of the Controllmg Shareholders or the Company) any other party to
such Contract is'in v101at10n or breach of ot ‘default under any such Contract (or with or without
notice or lapse of time o both, would be ir vrolatlon or breach of ‘or default under any such
Contract). Except as dlsclosed in-Section 2.17 of the Disclosure Schedule (with a specific .
reference to this sentence), the Company is not a party to or bound: by any Contract that was not
entered into in the ordmary course of business and consistent w1th past practice or that has or
may reasonably be expected to have mdlwdually or in the aggregate ‘with any other Contracts, a
Material Adverse Effect on the Business or Condition of the Companv The Company is not a

party to or bound by any collective bargaining or similar labor Contract

2.18 Insurance Issued or Assumed by the Company. All of the life insurance
policies and annuity Contracts .of the Company have been directly issued by the Company or -
assumed by the Company in'transactions mvolvmg assumptlon reinsurance and novation of the
life insurance policies and-annuity Contracts so that the Company is directly liable to the holders
of such life insurance policies and -apnuity Contracts. As’of the date of this Agreement the
Company has, and as of the Closing Date, the.Cofmpany will have, no fewer than Ninety-Five
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Hundred (9,500) life insurance policies and annuity Contracts in force and outstanding. Except
as required by Law or except as disclosed in Section 2.18 of the Disclosure-Schedule (with
paragraph references correspondmg to those set forth below)

(a) - All insurance Contract beneﬁts payable by’ the Cornpany to any other
Person that is 2 party to or bound by any insurance, reinsurance, coinsurance, or other
similar Contract with the Company have in all matenal respects been paid in accordance
with the terms of the insurance, reinsurance, coinsurance and: othier Contracts under
which they arose, except for stch benefits for which the Company reasonably believes
thereisa reasonable basis:to contest payment ‘

(b) No outstandmg insurance Contract issued, relnsured or underwritten by
the Company entitles ‘the. holder, thereof or -any- other’ Person to receive dividends,
distributions, or to share in“the income of the Company or to receive any other benefits
based on the revenués or earmngs of the Company or any other Person

, (c) The underwrltlng standards utilized and ratlngs applled by the Company
and (to the Best Knowledge of the’ Controlhng Shareholders 4nd the Company) by any
other Person that-isa party to or- bound by any remsurance coinsurance, or other similar
Contract with the ‘Company - conform in all Material respects to industry accepted
practlces and to the’ standards and ratlngs required- pursuant o the terms of the respective
reinsurance; coinsurance, or other smnlar Contracts. - :

(d)  To the Best Knowledge of the Controllmg Shareholders and the Company,
all of the Company’s, liability -under’ insurance - Contracts issued;: reinsured, or
underwritten by the- Company which is beyond the Company s normal retention is fully
reinsured under vahd feinsurance Contracts with solvent reinsurers, and all amounts to
which the Company is entitled under reinsurance, coinsurance, or'other similar Contracts
(including .without lnmtatton amounts ‘based on paid and. unpald losses) are fully
collectible.

{e) Tothe Best Knowledge of the Controlllng Shareholders and the Company,
each insurance agent, at the time such agent ‘wrote, sold; or. produced business for the
Company, was duly.licensed as an insurance agent (for the type of business written, sold,
or produced by such insurance agent) in the particular- jurisdiction in-which such agent
wrote, sold, or produced such business for the Company

® To the Best Knowledge of the Controlhng Shareholders and the Company,
no suchnnsurancmagentnnolated (mmhoumﬁonLnonce_anpse_oﬂnme_onboth,

would have violated) any term ot prov1s1on of any Law or any writ, judgment, decree,
injunction, or similar order apphcable to the writing, sale, or production of business for
the Company.

(g). The Controlling Shareholders and the Company do not have any reason to
believe that the tax treatment ‘under the ‘Code of all insurance, _annuity or investment
policies, plans, or Contracts; all ﬁnancral products, ernployee beriefit plans, individual
retirement accounts or annu1t1es or any similar or rélated policy, Contract, plan, or
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product, whether individual, group, or otherwise, issued or sold by the Company is not
and at any time has not been the same or more favorable to the purchaser, policyholder or
intended beneficiaries thereof as the tax. treatment under the .Code for which such
Contracts quahﬁed or purported to- qualrfy at the time® of its issuance or purchase. For
purposes of this Section'2.18(g), the provisions of'the Code relatmg to the tax treatment
of such contracts shall include, but not be limited to, Sections 72, 79, 89, 101, 104, 105,
106, 125, 130, 401,402, 403, 404 408, 412, 415 419 419A 501 505 817, 818 7702,
and 7702A of the Code o

2.19 Threats of Cance]latlon To .the Best K.nowledge of the Controlling
Shareholders and the Company, except as dlsclosed in Section’2.19 of the Disclosure Schedule,
since December 31, 2011 no: pollcyholder ‘group of pohcyholder Afﬁllates or Persons writing,
selling, or producing i insurafice busmess that mdmdually or in: the aggregate accounted for five
percent (5.0%) or more of the premmm or annuity income: of the Company for the year ended
December 31, 2011; has ternnnated or (to:the’ Best’ Knowledge of the’ Controlhng Shareholders
and the Company) threatened to tenmnate its insurance Contract or relationship with the.
Company.

2.20 Licenses and Permits. Except as dlsclosed 111 Section:2.20 of the Disclosure
Schedule (with paragraph references correSpondmg to those set forth below): ‘

(a) The Cornpany owns or validly holds all licenses, franchises, permits,
approvals, . authonzatlons, exemptlons classifications, certificates, registrations, and
similar documents or- instruments that are requlred for-its busmess, operations, and affairs .
and that the fa11ure to §o'own or. hold has or may reasoniably be expected to have a
Material Adverse Effect on 1ts Busmess or Condition. '

{b) All such licenses, franchises, penmts approvals, authorizations,
exemptions, classrﬁcatlons certlﬁcates reglstratlons andi similar documents or
_mstmments aré valid. and m full force and effect, and: fre¢ of any ‘Testrictions imposed by
any Person :

2.21 Operatlons Insurance Section 2.21 of the stclosure Schedule contains a true
and complete list and descnptlon of- all hablhty, property, workers compensatlon drrectors and
officers liability, ‘and: other snmlar ifisurance. Contracts that i msure the business, ‘operations, or
affairs of the Company, or affect or. relate to the" ownershlp, use, ‘of operatlons of any of the
Assets and Properties of* the Company and that have been issued to the Company or any of its
Affiliates (mcludlng, w1thout lm’ntatlon the narnes and addresses of the insurers, the expiration

Company or by any- Affiliate of the Company for the beneﬁt of the Company or either of the.
Company following the Closmg “All siach insurance is in full force and effect and (to the Best
Knowledge of the Controlling ‘Sharehiolders-and the Company) is with financially sound and
reputable insurers and, in hght of the business, _operations, and affairs of the Company, is in
amounts and provides ‘coverage that" are reasonable and customary for Persons in similar
businesses.
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2.22 Intercompany Liabilities. Except as reflected in the December 31, 2011 Internal
Financial Statements of the Company, or except as disclosed in, Section 2.22 of the Disclosure |
Schedule, (a) there are no Liabilities between the. Company, the Controllmg Shareholders, or any
of their Affiliates, and (b) neither any of the Controlling Shareholders nor any of its Affiliates
provides or causes to be prov1ded to the Company any products serwees equipment, facilities,
or similar items that, in the case of this clause (b}, mdlwdually or in the aggregate are or may
reasonably be expected to be Material to the Business or Condltlon of the Company. Except as
disclosed in Section 2.22° of the ‘Disclosure ‘Schedule, since December 31, 2011 no such
intercompany Liabilities of a Material amount’have been patd ‘and all settlements of such
intercompany Liabilities have been made, and all a.llocatrons -of# such 1ntercompany expenses
have been applied, in the ordmary course of busmess and’ eon51stent with’ past practice.

2.23 Bank Accounts. Section 2.23 of the Disclosure, Schedule contains a true and
complete list of the names ‘and, focations of-all- banks, trust: compames “securities brokers, and
other financial mstltutlons at whrch the Company has an account:or safe depos1t box or maintains
a banking, custodial, trading,” 'or; other similar’ relatlonshlp and a true and complete list and .
description of each such account, box, and relatlonsl'up, 1nd1cat1ng in, each case the account
number and the names of the, officers, employees; agents, or other similar representatwes of the
Company transacting busmess wuh respect thereto.

2.24 Brokers. All negotlatlons relative to this Agreement and the transactions
contemplated hereby have been carried out by the’ Controllmg Shareholders and the Company
directly with the GPM or GPM’S agents, without the intervention of any Person on behalf of the
Controlling Shareholders or ‘the. Company in such manner as to give rise to any valid claim by -
any Person agamst GPM, the Controlling Shareholders or the Company for a finder’s fee,
brokerage commission, or similar- payment, ‘except for Robert D. Shapiro and The Shaprro
Netwaork, Inc., Milwaukee, Wisconsin, which firm was engaged by the Company and whose fees
shall be the sole respon51b111ty of the Controllmg Shareholders.

2.25 Drsclosure Nelther this Agreement nor any certlﬁcate furmshed by or on behalf
of the Controlhng Shareholders or the’ Company to GPM in conneetlon w1th this Agreement or
the transactions eontemplated hereby contains any.untrue statement of a Material fact by the
Controlling Shareholders ‘or the Cornpany or omits to state a Material fact by the Controllmg
Shareholders or the Company necessary to make’ the statements herein or therein not misleading
in light of the cueumstances in whlch they were made

ARTICLE THREE

REPRESEN T ATIO’NS" A‘ND‘WA'RRANTIES OFGPM —

GPM represents and warrants to the Controlling Shareholders and the Company as follows:

3.01 Organization. .GPM is a Texas mutual life insurance corporation, duly
organized, validly existing and in good standmg under thé Laws of the State of Texas. The
Merger Sub is a general business corporation duly mcorporated validly existing, and in good
standing under the laws of the State of Washmgton GPM is duly qualified to transact business
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and is in good standing under the Laws of every state or jurisdiction i m whrch the nature of its
activities or of its properties owned, leased or operated makes such quahﬁcatlon necessary and in
which the failure to be so qualified could reasonably be expected to have a material adverse
effect on the business or condition of GPM. The aggregate number of shares which Merger Sub
is authorized to issue consists of One Hundred Thousand (100 000) shares of common stock with
a par value of One Dollar ($1.00) per share of which Ten Thousand (10,000) shares are
currently validly issued and outstanding, fully paid and non-assessable, and owned by GPM, free -
and clear of all Liens. There are no outstandmg securities,- obhgatrons, rights, subscriptions,
warrants, options, phantom stock rights; or other contracts of any kind that give any person the
right to (a) purchase or otherwise receive or be issued any shares of capital stock of Merger Sub
(or any interest therein) or any security. or liability of any kind convertrble into or exchangcable
for any shares of capital stock of the Merger Sub (or any inferest therein) or (b) receive any
benefits or rights similar to any rights enJoyed by or accruing to a holder of Merger Sub Shares,
or any rights to partrcrpate in the equity, income, or election of directors or officers of Merger
Sub.

3.02 Authority. The Boards of Directors of GPM and the Merger Sub, and GPM as
the sole shareholder of the Merger Sub, havé each duly and- vahdly approved this Agreement and
the transactions contemplated hereby The execution and delivery of this Agreement by GPM
and the Merger Sub and the' performance by GPM and the Merger- Sub of each of its respective
obligations under this Agreement have been duly and vahdly authorized by all necessary
corporate action on the part of GPM and-the Merger Sub. This Agreernent constitutes a legal,
valid, and binding obligation of- GPM and the Merger, Sub and is’ enforceable against GPM and -
the Merger Sub in- accordance with its terms, ‘except to the extent that enforcement may be
limited by or SubJ ect to any. banlcruptcy, msolvency, reorgamzatron, inoratorium, or similar Laws
now or hereafter in effect relating’ ‘toor limiting creditors’ rights ‘generally and the remedy of
specific. performance and injunctive -and other forms of equrtable telief are subject to certain
equitable defenses and to the discretion of the court or other similar Person before which any
proceeding therefore may be brought.

3.03 No Conflicts or- Vlolatloné The execution and delivery of this Agreement by
GPM and the Merger Sub-does not, and the- performance by GPM and the Merger Sub of its
respectrve obligations under’ thlS Agreement will not:

(a) violate any term or provision of any Law or any writ, judgment, decree,
injunction, or similar order applicable to GPM or the Merger Sub

() conflict- wrth or result in a vrolatron or breach of, or constitute (with or
—without : neneeﬂﬂapseref tﬂne-er—beﬂa)—a-defaulﬁmder—any—ef—ﬂrﬁeﬁns—cendmens—er—
provisions of the articles of incorporation'or bylaws of GPM or the Merger Sub;

{(c) result-in the creation or imposition of any Lien upon GPM or the Merger
Sub or any of their respective Assets and Propeérties that individually or in the aggregate
with any other Liens has or may reasonably be expected to have a Material Adverse
Effect on the validity or enforceabrhty of this Agreement or on the ability of GPM or the
Merger Sub to perform its respective obligations under this Agreement;
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(d)  conflict with or result in a violation or breach of, or constitute (with or
without notice or lapse of time or both) a default under, or give to any person any right of
termination, cancellation, acceleratlon, or modification in or with respect to, any Contract
to which GPM or the Merger Sub is a-party or by which any of its respective Assets and
Properties may.be bound and as to which any such conflicts, violations, breaches,
defaults, or rights individually or in the. aggregate have or may. reasonably be expected to
have a Material Adverse Effect on the validity or enforceablhty of this Agreement or on
the ability of GPM or the Merger Sub to perform its- respectlve obligations under this
Agreement; or

(¢)  require GPM or the Merger Sub to obtain any consent, approval, or action
of, or make any filing with or give any notice to, any Person, except for the Regulatory
Approval as oontemplated in the preamble to ‘this Agreement; as disclosed in writing to
the Controllmg Shareholders and the Company; or those which the failure to obtain,
make, or give 1nd1v1dua11y or in the aggregate with other such failures has or may
reasonably be expected to have no Material Adverse Effect on the wvalidity or
enforceability of this Agreement or on the ability of GPM or the Merger Sub to perform
its respective obligations undér this Agreernent

3.04 Litigation. There are no actions, suits, mvestlgatlons, or proceedings pending
against GPM or the Merger Sub, or (to the Best Knowledge of GPM) threatened against GPM or .
the Merger Sub, at law or in’ equity, in, before, or by any Person, that individually or in the
aggregate have or may reasonably be expected to have a Material-Adverse Effect on the validity
or enforceability of this Agreement on the ability of GPM and the Merger Sub to perform its

respective obligations under this Agreement or on the Busmess and ‘Condition of GPM and the
Merger Sub.

3.05 Brokers. All negotiations relative to this Agreement and the transactions
contemplated hereby have been carried out by GPM d1rect1y with the Controllmg Shareholders .
and the Company, without' the intervention of any person on behalf of GPM in such a manner as
to give rise to any valid claim. by any person agamst the Controllmg Shareholders, the Company
or GPM for a finder's fee, brokerage commission, or similar- payment, except for Robert D.
Shapiro and The Shap1r0~Network ‘Inc., Milwaukee, Wisconsin, which firm was engaged by the
Company and whose fees sha.ll be the sole responsibility of the Controlhng Shareholders.
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ARTICLE FOUR
OBLIGATIONS OF THE CONTROLL]NG SHAREHOLDERS AND THE COMPANY
BEFORE THE EFFECTIVE DATE .

The Controlling Shareholders and the Company covenant that ﬁ'om the date of this Agreement
until the Effective Date:

4.01 Special Meeting: of Shareholders of the Company, GPM’s Access. Within ten
(10) Business Days from_the date of tlns Agreement the Board: of Directors of the Company
shall call a Special Megting of the Shareholders of the Company for the purpose of approval of
this Plan and Agreemént of Merger (the. “Spec1a1 Meeting”) and. provide notice thereof in .
accordance with the bylaws of the Company and the Laws of the State, of Washington (the
“Notice”). - The Controlling. Shareholders and'the Company shall provnde GPM with copies of
the Notice and any proxy statement to be sent to the holders of the: Outstandmg Common Shares
of the Company for GPM’s. pnor approval before: such’ Notlce and proxy statement are sent to the
holders of the Outstandmg Common Shares which approval shall ‘not.be ‘unreasonably withheld
by GPM. From the date of this Agreement until the Effective’ Date the! Controllmg Shareholders
will cause the Company to prov1cle ‘and the Company will prov1de (a) GPM and its counsel,
accountants, actuaries, and other representatives with full access, upon prior notice and during -
normal business hours toall fac111t1es ‘officers, employees agents accountants, actuaries, assets
and -properties, -and books' and records ‘of the, Company. and" will? furmsh GPM and such other
persons 'during such period. with all ‘such information and data, (mcludmg, without limitation,
copies of contracts benefit plans and other books and Tecoids), concerning the business,
operations, and affairs of the Company as ‘GPM or any of such other persons’ reasonably may
request (it being understood and agreed that GPM shall’ rennburse the Company fof the costs of
copying any documents relatmg to the Company that are requested by GPM, whéther requested
prior to or after the executlon of thlS Agreement) and (b) GPM with, tlmely notice of and full
access to all meetings(and all‘acions by writtén consent in fie thereof) of the board of directors
and shareholders of the Company mvolvmg matters - which "are not in the ordlnary course of
business and consistent with past practice:

402 No Negotlatlons, etc. From the date of execution of this. Agreement until the
earlier of (i) the Effective Dite or. (11) the: termmatlon “of this Agreement pursuant to Section .
12.01, the Controlling: Shareholders willnot take, and wﬂl ‘not perrmt the Company or any
Affiliate of the Controlling Shareholders or the Company (or penmt any. other Person acting for-
or on behalf of Controlling- Shareholders the .Company, or-any - Affiliate of the Controllmg
Shareholders or the Company) to take; drrectly or indirectly, any-action (a) to seek or encourage

any offer or proposal from any: Person to- acquire any. shares of" caprtal stock or any other
securities of the Company or any interest therein' or, other’ than in the ordinary course of
business, any Assets and Properhes of the Company or any interest therein; (b) to merge,

consolidate, or combine, or to permit aty other: Person to merge,. consohdate or combine, with
the Company; (c) to liquidate; dissolve, or reorganize the Company in any manner; (d} to acquire
or transfer any Assets and Properties of the Company or any; interests therein, other than in the
ordinary course of business or except as, contemplated by the terms. of this Agreement or the
Subscnphon Agreement; (€)-to reach any agreement or understandmg (whether or not such,
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agreement or understanding is absolute, revocable, contingent, or conditional) for, or otherwise

to attempt to consummate, any such acquisition, transfer, merger, consolidation, combination, or

reorganization; or (f) to furnish or cause to be furnished any information- with respect to the -
Company to any Person (other than to GPM -or the California Department of Insurance and the

Office of Insurance Commissioner of the State of Washington) that the Controlhng Shareholders

or any Affiliate of the Controllmg Shareholders (ot any Person actmg for or on behalf of the

Controlling Shareholders, the Company, or any other Afﬁhate of the Controlhng Shareholders or

the Company) knows or has reason to believe is in the process of attemptmg or considering any

such acquisition, transfer, merger, eonsohdat]on, combination, ° “liquidation, -dissolution, or

reorganization. If the Controlhng Shareholders the Company, or any other Affiliate of the

Controlling Shareholders or the Company receives from any Person. (other than ‘GPM) any offer,
proposal, informational request, inquiry or contact that is sub_]ect to this Sectlon, the Controlling

Shareholders will promptly notlfy such' Person of the terms of tlns Sectlon and will promptly

notify GPM of the existence of such offer proposal mformatlonal requcst inquiry or contact.

403 Conduct of Busmess The Controlhng ‘Shareholders will cause the Company to
conduct its business only in the ordinary course -and. consistent ‘with past practice (unless

otherwise pemntted or requlred under this Agreement). . Without lnmtlng the generality of the
foregoing: '

(a) The Controlhng Shareholders will use all commerc1ally reasonable efforts
to (i) preserve intact the Company s ‘present business ° organization, reputation, and
policyholder relations; (i) keep. available the services.of the Company’s present officers,
directors, employees, agents, consultants and other similar representatives (it being
understood and agreed to by the_ Parties hereto that-the officers and directors of the
Company, other than' members of the Board of Directors des1gnated by GPM, will
terminate their positions as of the Effective Date); -~ (iii) mamtam all licenses,
quahﬁcatlons and authorizations of the Company to do-business i in each jurisdiction in
which it is so llcensed, quahﬁed or ‘authorized; (iv), mamtam in full force and effect all
contracts, documents, and arrangements referred to in Section 2.17 hereof, (v) maintain
all Assets and Propernes of the Coinpany in the workmg order and condition as the same
exist on the date"of this Agreement ordJnary wear and"tear excepted (vi) maintain and
protect the confidential.and propnetary nature of all of the Company s policyholder lists,
lists of the Company’s agents and producers; billing records and commission statements,
marketing plans, lists of: prospectlve customers: or agents and’ other: ‘materials relating to
the Company’s sales and marketmg practlces or.in force busmess in a manner consistent
with past practlces, (vii). upon' the request of GPM,_ retrieve all .policyholder lists and
copies thereof in the hands of any Persons other than executive officers or employees of

the Company, 'and ‘make no further ‘distributions of ¢ Aany such’ ‘lists, except as required in
group billings and commission statements distributed in the ordinary course of business;
and (viii) upon the request of GPM, deliver to each of the officers, agents and employees
of the Company a written. statement adwsmg them of the. proprietary and confidential
nature of all of the' 1nformat10n specified in subparagraph (a)(vi) of this Section.

(b)  The Controlling Shareholders will cause the Books and Records of the
Company to be maintained in a form and manner that is consistént with the form and
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manner used by the Company to maintain the books and records of the Company during
the five (5) years prior to the Effective Date and will not perm1t any Material change in
any underwriting, investment, actuarial, financial reporting, or accounting practlce or.
policy of the Company or in any assumption underlymg such practice or policy, or in any
method of calculatmg any bad debt;’ contmgency, or other reserve for financial reporting
purposes or for other accountmg purposes (mcludmg, w1thout limitation, any practice,
policy, assu.mptlon, or method relatmg to or -affecting the determination of the
Company’s mvestment 1ncome reserves or other sumlar amounts or operating ratios
with respect to expenses, losses or lapses).

(©) The Controllmg Shareholders will cause the Company to: (i) properly .
prepare and duly.and tlmely ﬁle all repoits and all Tax Retirns réquired to be filed with
any governmental or- regulatory authorities with respect to the business, operations, or
affairs of the Company, and (ii) duly &nd ‘fully pay all Taxes indicated by such Tax
Returns or otherwise. 1ev1ed or’ assessed upon the Company or ‘any-of its Assets and
Properties, arid withliold or collect and pay to the proper taxing. authontles or hold in
separate bank accounts for such payment ail Taxes that the' Company is required to so
withhold or collect and pay, unless such Taxes are being contested in good faith and, if
appropriate, reasonable Teserves. therefore have been established ‘and reflected in the -
Books and Records of the Company in accordance with SAP.

(d) The Conn'ollmg Shareholders will cause the Company to: (i) cause all
reserves and other snmlar amounts with féspect to’insurance. Contracts ‘established or
reflected in the books and records of the Company to be (A) computed and reflected on a
basis consistent ‘with those reserves and other similar amounts and reserving methods
followed by the Company at. December 31, 2011 and (B) good, sufficient and adequate
(under commonly accepted actuarial standards consrstently applied and fairly stated in -
accordance with sound actuarial principles) to cover the total amount of all reasonably
anticipated matured and unmatured benefits, dividends, lossés, claims, expenses, and
other liabilities of the Company ‘under- all insurance Contracts pursuant to which the
Company has or wrll have any L1ab1]1ty (mcludmg, w1thout limitation, any Liability
arising under or as a result of any.reinsurance; comsurance or other similar contract); and
(ii) continue to own assets that qualify as legal reserve assets under all applicable
insurance Laws in an amount at least equal to the: requu'ed reserves of the Company

(¢)  The Controlling Shareholders and the Company will use all commercially
reasonable efforts to maintain in full force and effect unti] the Closing substantially the
same levels of coverage as the’insurance afforded under the Contracts listed in Section

2:21-of the Disclosure- Schedule—mTand—ali—beneﬁts-mder-sueh -Contracts-paid or ——
payable (whether beforé or after the Effective Date) with respect to the business,

operations, affairs, or Assets and Propertles of the Company will be paid to the Company

or the Surviving Corporation.

® The Controlling Shar¢holders will have caus_ed the Company to amend its
lease agreement with W. 1116 Riverside Partners prior to the date of this Agreement to
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include a provision giving the Company the night to terminate the lease upon six {6)
months’ notice to W. 1116 Riverside Partners.

(g) The Controllmg Shareholdeérs will cause the Company to comply, in all
Material respects, w1th all Laws appllcable to"its respectlve business, operations, or
affairs.

4.04 Corporate Matters The Controllmg Shareholders will not permit the Company
to, and the Company will not (i) except for an: amendment to” the -articles of incorporation
changing the par value of the-Company’s common cap1ta1 stock to- $1 67 per share, effective
upon the Effective Date, the Company shall not otherwise amend its articles of incorporation or
bylaws (or similar governing documents);-(ii) issue any shares of its cap1tal stock (other than the
issuance of the GPM Shares to GPM), (iii) issue or create any warrants, obligations,
subscriptions, options, converhble securities,. or other commltments under which any additional
shares of its capital stock of any class might be directly or indirectly authorized, issued, or
transferred from the treasury;-or (iv) agree to-do any of the acts l1sted above.

4.05 Employee Matters. Except as may be requlred by Law, or except for such
representations, promises, changes alterations, or amendments that do not and will not result in -
any Material Liability to the Company, the Surviving Corporat:lon or GPM, the Controlling
Shareholders will refrain, and will cause the Company to refrain, from directly or indirectly:

(a) - making any representation or promise, oral or.written, to any officer,
director, employee, agent, consultant, or other similar representative of the Company
concerning any Beneﬁt Plan;

(b) makmg any change to, or amending in any way, the contracts, salaries, .
wages, or other oompensatlon of any officer, director, employee, agent, consultant, or
other similar representative of the Company whose ' annual compensation exceeds
$50,000, other than-routine changes or amendments that (i) are made in the ordinary
course of busmess and consistent with past practlce (11) do not and will not result in
increases of more than five percent (5 0%) in the salary, wages or other compensatlon of
any such person, and (iii) do not and will not exceed, in the ‘aggregate, five percent
(5.0%) of the total salaties, wages, and other compensation of all employees of the
Company, or (iv) are made in- accordance with preex1stmg contractual obligations;

(c) adoptmg, entermg into, amendmg, a]termg, or terminating, partially or
completely, any Benefit Plan; .

(d) exoept for Contracts adopted, entered into, amended, altered or terminated,
whether partially or completely, by the Company with insurance agents in the ordinary
course of busmess, adoptmg, entering into, amending, altering, or terminating, partially
or completely, any employment, agency, consultation, or representation Contract that is, .
or had it been in existence on the effective date of this Agreement would have been,
required to be d1sclosed in Schedule 2.17;

(e) approving any g_eneral or company-wide pay increases for officers,
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directors, employees, agents, consultants, or other similar representatives of the
Company; or

® entering into any Contract w1th any officer, director, employee, agent,
consultant, or other similar representative of the Company that is not terminable by the
Company, without penalty or other Liability, upon not- ‘more: than sixty (60) calendar
days’ notice.

4.06 Financial Statements,

(a) As promptly as practicable after the end of each calendar year and each
calendar quarter and month cemmencing on the date”of this Agreement, the Company
will deliver to GPM a true and complete copy of thé Annual Statement, Quarterly
Statement and Monthly Statement of the Company filed by the Company with the
Washington Office of thé Insurance Commissioner for the preceding calendar year,
quarter and/or month, prepared-in “accordance, with SAP, and which 'shall present fairly
the financia! condition,. the Assets and Properties, and the Liabilities of the Company as
of the date(s) thereof and the results of operations, capital and surplus account, and cash
flow of the Company: for and dunng each of the penods covered thereby, and '

®) As promptly as practicable after the preparanon thereof the Company will
deliver to GPM true and complete copies of such other material financial statements,
reports, or analyses as may be prepared by the Company or any Affiliate of the Company
and as relate to the. business, operatlons, or affairs of the Company, including, without
limitation, normal mternal reports ‘(such as those reﬂectmg monthly premiums, claims,
and cash flow) and spemal reports (such as those of. consultants)

(c)  Atthe Closing, the Company will deliver.to GPM (i) a certificate executed
by the President of the. Conipany, based upon a “contemporaneous report of the
Company’s mdependent ‘actuary attached thereto that’ there have been no Material
changes in the statutory reserves of the Company from the last day of the preceding
month to the Effective Date, and that the Company holds policy benefit and claims
reserves, premium reserves and other Liabilities and reserves relating to life insurance
policies and annuity Contracts in force on the Effective Date at least equal to those shown .
on the December 31, 2011 Annual Statement of the Company, adjusted for normal
changes of business in force, and that the insurance Contracts in force in the Company as
of December 31, 2011 have remamed in force (exceptmg normal lapses and maturities) as
of the Effective Date and (11) a certificate executed by the ‘President or the chief financial

ofﬁcer—of—the—@ompany—that%ere—are -no-Material changes in-the-value-of the-Assets-and —

Properties of the Company from the last day-of the precedmg month to the Effective
Date.

4.07 Distributions, Dividends, and Acquisitions of Stock. The Controlling
Shareholders will not permit the Company to, and the Company will not: do, or agree to do, any
of the following acts: (i) declaré, set aside, or pay any dividend or. make any distribution in
respect of the any shares of the capital stock of the Company; (ii) directly or indirectly purchase,
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redeem, or otherwise acquire any shares of the Company’s capital stock; or (iii) enter into any
agreement obligating it to do any of the foregoing prohibited acts.

4.08 Existing Agreements. Except in the ordinary course of business, the Controlling
Shareholders will not permit the Company to, and the Company. will-not: modify, amend, cancel,
terminate, violate or breach any. of its ex1st1ng ‘Contracts or agreements or take or fail to take any
action that (with or without notice or lapse of: tune or both) would constitute a violation, breach
or default in any way under the terms and provisions of any Contract or agreement to which it is
party or by which any of its assets or properties may be‘“bound or agree.to do any of those acts.

4.09 Sale of Partnership Interest. Pnor to. the Effective Date, the Controlling
Shareholders shall_have caused the Company to enter into’ a binding agreement whereby the
Company shall agree to sell its entire interest in West 1124 Riverside Partners at a price not less
than the value of such investment as-shown on the Company’s most recent SAP Statement.

4.10 No Acquisitions. - The Company will not (a) merge, consolidate, or otherwise

combine or agree to merge, consolidate, or otherwise combine with any other person, (b) acquire -

or agree to acquire blocks of business of, or all or substantially all the' Assets and Properties or
capital stock or other equlty secuntles of any other Person, or (c) 0therw1$e acquire or agree to
acquire control or ownershlp of any other Person

4.11 Investments. From the date of this Agreement to the Closing Date, the Company
will invest its future cash flow, any cash from matured’ and maturing investments, any cash
proceeds from the sale of any of its respective Assets and Properties, and any cash funds

currently held by the Company, in the ordinary course of its business and consistent with past -

practice to meet the reasonably ‘anticipated -current obligations .of the Company. All such
investments shall be limited to investment assets that shall. be rated Class 1 or Class 2 by the
Securities Valuation Office of the National Assoaatlon of Insurance Commissioners. The
Company shall provide the Purchaser with advance telephone, email or written notice of any
proposed purchases, exchanges or sales or investment assets of the Company at least twenty-four
(24) hours in advance of any such pu:rehase, exchange or.sale, anid the Purchaser shall have the

t to disapprove all'siich purchases exchanges or sales, “and the Company shall not complete

the proposed purchase, exchange or sale if the Purchaser provides the Company with telephone,

email or written disapproval.within such. period. The Company shall, within 15 days after the
Effective Date, sell all of the real estate mortgages on the books of the Company as shown the
attached Exhibit C to R. J. Martin Mortgage Company at an aggregate purchase price of
$105,783.11, less each pnnc1pa1 payment ‘made on- such loans after February 19, 2012 times the
“% of Balance” shown on’ such Exhibit C correspondmg_to the loan on which the pnnﬂpal

payment was made, R.J. Martin Mortgage Company shall purchase such loans at the price
computed as described above.

4.12 Intercompany Liabilities. At least five (5) business days before the Effective
Date, the Controlling Shareholders will deliver to GPM a true and complete list and description
of all Liabilities between the Company and any of the Controlling. Shareholders and between the
Company and any other Affiliate of the Company or.the Controlling Shareholders to be
outstanding on the Effective Date. The Company will take appropriate action to terminate all
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cost sharing agreements, tax allocation agreements, reinsurance : agreements, and other
intercompany services agreements between the Company and the Controlling Shareholders, or
any Affiliate of the Company or the Controlling Shareholdérs, and settle all intercompany
balances effective on the Effective Date, and provide GPM with evidence of such terminations.

The Company will not enter mto any Contract or, except as. requlred by any Contract disclosed in
Schedule 2.17, engage in.any traiisaction with the. Controlhng Shareholders or any Affiliates of
the Company or the Controlhng Shareholders -

4.13 Representatlons and Warrantles at- the Effectlve Date All representations and
warranties of the Controlhng Shareholders and the Company sét- forth in this Agreement will also
be true and correct as of the Effectlve Date as if made. on ‘that’ ‘date, except to the extent the
representations and warranti€s. are expressly made as of a date cértain,

414 Cooperatlon The Controllmg Shareholders and the Company agree to cooperate
with GPM and the Survmng Corporatton in consurnmatmg the. transactlons contemplated in this
Agreement.

4.15 Notice and Cure.- The Controlling Shareholders and the Company will notify
GPM promptly in wntmg of,-and contemporaneously will prov1de GPM with true and complete
copies of any and all® 1nformat10n or documents. relating ‘t0;, and will use all commercially
reasonable efforts to cure before the: Eﬂ’ectwe Date any, event ‘transaction, or circumistance
occurring after the daté’ of ‘this, Agreement of’ wh1ch the Controlhng Shareholders or the
Company has knowledge, that causes or will cause any covenant or agreement of the Controlling
Shareholders or the Company under tl'ns Agreement to be breached, or that.renders or will render
untrue any representation or warranty of the Contro]lmg Shareholders or the Company contained
in this Agreement as, if the: same were made on or as of the date of such event, transaction, or
circumstance. The Controlhng Shareholders and the Company a.lso will- use all commercially
reasonable efforts to ‘cure, before the - ‘Effective: Date, any- Violation or breach of any
representatlon warranty, covenant; or -agreement made by the Controllmg Shareholders or the
Company in this Agreement of Wh]Ch the Controlhng Shareholders or.th¢ Company has
knowledge, whether occurrmg or ansmg before or after the date- of this’ Agreement

: ARTICLE FIVE :
MUTUAL CONDITIONS PRECEDENT TO OBLIGATIONS

Unless waived by the Parties i m wntmg, each and every obhgatlon of the Parties to be performed
on or before the Closing shall bg subject'to the satlsfactlon at-or prior thereto of each and all of

the following conditions precedent
5.01 Proceedings. There shall not be:

(a) any action, suit, 1nvest1gat10n or other proceeding in, before, or by any
court, governmental or regulatory’ authonty, or other person seeking to restrain, enjoin or
otherwise prevent consummation of :any of the transactions contemplated by this
Agreement or to recover any damages or other relief as a result of this Agreement or any
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of the transactions contemplated hereby or as a result of any contract or agreement
entered into in connection with or as a condition precedent to the consummation hereof,
which action, suit, investigation, or other proceedmg may, in the reasonable opinion of
GPM or the Controlhng Shareéholders, résult ini a decision, ruling, or finding that
individually or in the’ aggregate has or may reasonably be ‘expected to have a Material
Adverse Effect on the wvalidity or enforceability « of this Agreement, on the ability of the
Parties to perform their respective obligations under: tlns Agreement or on the business or
condition of GPM or the Company; or '

(b}  in effect on the Effective Date:any vollintary or involuntary receivership,
conservatorship, msolvency or ‘other proceedmg with: respect to the Company or the
Merger Sub; or

(c) any apphcable Laws restraining ¢ or enjoining or which may reasonably be
expected to nullrfy or ‘render 1neffect1ve this. Agreement or ‘the consummation of the
transactions contemplated hereby

5.02 Required Regulatory Approval The Regulatory Approval of each and every
applicable governmental- authonty necessary. “for the consuimmation of the transactions
contemplated hereby. shall have been obtamed 1nc]udmg, without’ lnmtatlon, any requisite action
by the Washington Comnnssmner of Insurance approvmg the Merger and thie change of control
of the Company and GPM’s acqulsrtlon of the GPM" Shares ‘pursuant to the terms of the
Subscription Agreement ‘and .this Agreement w1thout ‘the abrogatlon or diminishment of the
Company's certificates’ of authonty or licénses, or the. nnposmon of any significant restrictions
on the transactions” contemplated hereby, and the Parties- shall have received evidence
satisfactory to them of the. recelpt of all:such consents and approvals,

. . ARTICLE SIX' .
CONDITIONS PRECEDENT TO. PERFORMANCE BY. GPM AND THE MERGER SUB

The obligations of GPM and the Merger Sub to consummate the Merger under this Agreement
are subject to the sansfactlon, on or before the Effective Date, of all the ‘conditions set out below
in Sections 6.01 through 6:05." GPM and the Merger Sub’ may waive any or all of these
conditions in- whole or in part w1thout pnor notice; prov1ded however that nio such waiver of a
condition shall constltute a waiver by GPM or the Merger Sub of any of their other rights or
remedies, at law or in equity, if the Controlhng Shareholders or.the. Company shall be in default
of any of the representations, warranties, or.covenants rnade by the Controllmg Shareholders and

—the Company wder this Agreement:

6.01 Performance by the Controllmg Shareholders and the Company. The
Controlling Shareholders and the Company shall have performed, satisfied, and complied with
all covenants, agreements, obligations and conditions required by this Agreement to be
performed or complied with by them on.or before the Effective Date, and the Controlling
Shareholders' and the Company shall have: delivered to 'GPM and the Merger Sub a certificate
signed individually or by an authonzed ofﬁcer of edch of the Controlling Sharcholders and the
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president and secretary of the Company to that effect.

6.02 Corporate Authority. The Board of Directors of the Company and the
Controlling Shareholders sha.ll have each taken all necessary individual, corporate or other
actions required under the orgamzatlonal documents of each of the Controlling Shareholders to
approve the execution and delivery of this Agreement by the. Controlhng Shareholders and the
Company, and all corporate action’necessary ‘or ‘proper - to authorize the Merger, including the
approval of the holders . of the Outstandmg Common - Shares of. the. Company, and the
performance of each the obl1gat1ons to be performed by the Controllmg Shareholders and the
Company under this Agreement on. or before the Effective Date, and the Controlling
‘Sharcholders and the Company shall have dehvered to GPM. certlﬁcates dated as of the
Effective Date and executed- 1nd1v1dually, or by an authonzed ofﬁcer of each of the Controlling
Shareholders and the president’ and the secretary or any assistint secretary of the Company
certifying that the Controlhng Shareholders and the Company have-each ‘duly and validly taken
all individual or corporate actlon necessary to authorize their respective execution and delivery
of this Agreement and its performance. of their respective obligations under this Agreement, and
that the resolutions (true and complete copies of which shall be attached to the certificate) of the
Boards of Directors of the Company and. any Controllmg Shareholder that i$ a business entity
with respect to this Agreement and the transactlons contemplated hereby have been duly and
validly adopted and are in full force and effect.

6.03 Representatlons and Warrantles of the Controlling Shareholders and the
Company. All representatrons and warranties by the Controlling Shareholders and the Company
contained in this Agreement and the statements of the - Controlhng Shareholders and the
Company contained in the“Dlsclosure Schedule shall be true on and as .of the Effective Date as
though such representations and warranties were made on and as of that date, and the certificates
of the President or the chief ﬁnanctal officer of the Company giveh ‘pursuant to Section 4.06(c)
shall be true as of the dates grven and the Controlling Shareholders and the Company shall have
delivered to GPM a certificate, -dated as of the Effective Date and signed individually or by a
duly authorized officer of the Controllmg Sharéholders and by the president and secretary of the
Company certifying that such representations, warranties and-certifications are true and correct at
and as of the Effective Date with the same force and effect as though such representations,
warranties and cemﬁcattons had' been made or glven on the Effectlve Date.

6.04 No Material Adverse Change. During the period from the date hereof to the
Effective Date, there shall not have. been any Material Adverse Change in the’ financial condition
or the results of operations of the Company, and the Company shall not have sustained any
Material loss or damage to any.of its assets, whether or not 1nsured ‘that Materially affects the

ability to conduct a Material part of its busmess

6.05 Consents. All necessary agreéments and consents to the consummation of the |
transactions contemplated by this Agreement and the Subscription Agreement required to be
obtained by GPM and the Merger Sub, or otherw1se pertaining to the matters covered by it, shall
have been obtained by GPM and ‘the Merger- Sub and delivered to the Controlling Shareholders
and the Company.

1558831v8
04764-004




ARTICLE SEVEN
CONDITIONS PRECEDENT TO.PERFORMANCE BY THE CONTROLLING
SHAREHOLDERS AND THE COMPANY

The obligations of the Controllmg Shareholders and the Company to consummate the Merger
under this Agreement is subject to the satisfaction, at or before the Effective Date, of all the
conditions set out below in Sections 7.01 through 7.03. The Controlhng Shareholders and the
Company may waive any or all of these condttlons in 'whole _or in part without prior notice;
provided, however, that no such waiver of a condition shall _constitute a waiver by the
Controlling Shareholders or the Company of any of thelr other nghts of remedies, at law or in
equity, if GPM or the Merger Sub should be in default of any ‘of thelr respective representations,
warranties, or covenants under this Agreement.

7.01 Representations  and Warranties of GPM and the Merger Sub.. All
representations and warranties by GPM and the Merger Sub contamed in this Agreement shall be
true on and as of the Effective Date as though such: representattons ‘and warrantics were made on
and as of that date, and 'GPM and ‘the Merger Sub:shall have ‘delivered to the Controlling
Shareholders and the Cornpany a cettificate, dated as of the Effecttve Date and signed by the
president and secretary’ of GPM ‘and-the Merger Sub certlfymg that such representations,
warranties and certificatjons. are true and. correct at ‘and as of the Effective Date with the same

force and effect as though such répresentations, warranties and certlﬁcatlons ‘had been made or-
given on the Effective Date. :

7.02 Covenants and Agreements. GPM and the Merger:Sub shall have performed
and complied with all covenarits and- agreements and satisfied all condmons that each of them is
Tequired by this Agreement to perform, comply with, or satisfy ‘before or on the Effective Date,
and GPM and the Merger Sub shall have delivered to the. Controlhng Shareholders and the

Company a certificate- 51g11ed by the president and secretary of GPM and the Merger Sub to that
effect.

7.03 Corporate Authority. The Boards of Directors of GPM and the Merger Sub
shall have each duly authorized and approved the executlon and delivery of this Agreement by
GPM and the Merger Sub, and all corporate action necessary or proper to_authorize the Merger
including the approval of the Mergcr by GPM as the sole sharcho]der of the Merger Sub, and the
performance of each the. obhgattons to. be performcd by GPM and the Merger Sub under this
Agreement on or before the Effective Date, and GPM and the Merger Sub shall have delivered to
the Controlling Shareholders and the Company a certlﬁcate dated as of the Effective Date and

executed by the president and the secretary or any assistant secretary of GPM and the Merger
Sub certifying that GPM and’ the Merger Sub have each duly and validly taken all corporate
action necessary to authorize its cxecutlon and deltvery of this Agreement and its performance of
its respective obligations under this. ‘Agreement, and that the resolutions (true and complete
copies of which shall be attached to the certificate) of the Boards of Directors of GPM and the
Merger Sub with respect to this Agreement and the transactions contemplated hereby have been
duly and validly adopted and are in full force and effect. ‘
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ARTICLE EIGHT
CLOSING MATTERS

8.01 The Closing. The closing of the transactions provided for in this Agreement (the
“Closing”} shall take place at the offices of the Company at 10:00 am. Pacific Time, on the
Effective Date. Such Closing may, with the consent of all of the ‘Parties, take place by delivery
and exchange of documents by facsimile or email transmrssmn with originals to follow by
overnight mail service courier. Prior to or concurrently with- the Closing, the Plan and
Agreement of Merger, Articles of Merger, and- such other certlﬁcates or documents as may be
required to effect the Merger will be filed with the: Insurance Commissioner of the State of
Washington, and the Merger will become effectlve as of the Effectlve Time.

8.02 The Controlling, Shareholders and the Company s Deliveries at Closing. At
the Closing, the Controllmg Shareholders and the Company shall deliver to GPM the following
instruments, in form and substance satisfactory to GPM and its counsel against delivery of the
items specified in Section 8.03:: :

(@)  Corporate Records.- All of the Books and Records of the Company,
including, without ln:mtatlon, the stock books, stock ledgers ‘minute books and corporate
seals of the Company, copies of tax returns; payroll ‘Social Securrty and withholding tax
records; and copies of all financial and accounting records The Controlling Shareholders
shall, after the Closmg, be. given access to all necessary Books and Records of the
Company for tax, regulatory, litigation and othér appropriate purposes upon reasonable
notice to GPM Tstating the purpose for such use and specrf)nng the particular Books and
Records required.

(d)  Resignations. The written resignations of all the executive officers and
members of the Board of Directors of the Company (except members of the Board of -
Directors desrgnated by GPM).

{c) Certificates. The certificates executed by desrgnated executive officers of
the Controlling Shareholders and the Company, dated .as of the Effective Date, required
by Sections 4. 06(c1, 6.01, 6. 02 and 6.03 of this Agreement

(d) Intercompony Agréeements.  An instrument in form and substance
satisfactory to GPM terminating all intercompany agreements between the Company and
any Affiliate: of the Company or the Controlling Shareholdérs, including, without
limitation, any cost- sharing agreements between the Company and any Affiliate of the

Company, effective as‘of the Effective’ Date and acknowledging: payment in full of all
obligations to and from the Company thereunder excluding therefrom those leases and
agreements identified and set forth i in Section 2.10(p) of the Disclosure Schedule which
by their terms will not be completed or terminated as of the Effective Date.

(e) Miscellaneous. Such other instruments as GPM or its counsel shall deem -
necessary or appropriate to consumrnate the transactions which are the sub_]ect of this
Agreement.
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8.03 GPM’s Deliveries at Closing. At the Closing, GPM shall deliver to the
Controlling Shareholders the following instruments and documents against delivery of the items
specified in Section 8.02:

(a Cash. Consnderatlon GPM shall. dep031t the Merger Price with the
Exchange Agent in cash, WhICh shall ’oe remitted by GPM' to the'Exchange Agent by wire
transfer of unmedlately avallable funds to an account designated by the Exchange Agent.
The Company shall -cause the - Exchange Agent to provide GPM with wire transfer
instruction and bank routing numbers for payment of the Merger Price at least forty eight
(48) hours prior to the Effectlve Date.

(b) Certlﬁcates .The certlﬁcates executed by designated executive officers of
GPM and the Merger Sub, dated as of the Effective. Date, required by Sections 7.01, 7.02
and 7.03 of this Agreement.

ARTICLE NINE
SURVIVAL OF REPRESENTATIONS AND WARRANTIES

9.01 Survival of Representation and Warranties. The representatlons warranties,
covenants, and agreements respectlvely made by the Controlling’ Shareholders, the Company,
GPM and the Merger Sub in this Agreement in the Dlsclosure Schedule or in any certificate
respectively delivered by the Controllmg Shareholders ‘the Company, ‘GPM or the Merger Sub

pursuant to Section 8.02(c) or ectlon 8.03(b) will survive the Closing of this Agreement and the A
* Closing Date:

(a)  until the expiration of all applicable statutes of limitations (including all
periods of extension, whether automatic or permissive) in the case of the representations
and warranties of the Controlling Shareholders and the Company respectively set forth in
Sections 2.01, 2.02, 2.03, 2.12, and 2.15 hereof, and in the case of the indemnification
agreements respectively set forth in. Sectlons 10.01, 10.02 and 10.03 hereof; and

(b)  until the tlurty-31xth (36“’) month anruversary of the Closing Date in the
case of all other representations, warranties, covenants, ‘and: agreements except that
covenants and agreements to be performed after the. Closmg Date in accordance with
their terms will survive until the last period to whlch any such Tax benefit could be
carried pursuant to the Code, and each indemnification agreement as to litigation set forth

inclause-(iti)-of Sechon*tﬁﬂ%fa}wrﬂﬂurwveﬂuntﬂ afinal, non-appeatable judgment has—————
been entered with respect to the last of such litigation.

If a Claim Notice or an Indemnity Notlce is given in accordance with Section 10.05 before
expiration of the applicable time period.- referénced above, then (notwithstanding such time
period) the representation, warranty, covenant, or agreement applicable to such claim shall
survive until, but only for purposes of, resolution of such claim.
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ARTICLE TEN
INDEMNIFICATION

10.01 Tax Indeinniﬂeatioll

(a) Sub_]ect to the provrsmns of Article Nine hereof Section 2.12, (including,
but not limited to any knowledge qualifiers or-other’ llmltatlon contained therein), Section
10.04, Section 10.05 and this Section, the Controlling:Shareholders; jointly and severally,
agree to pay, and to mdemmfy GPM and the Survwrng Corporatlon in respect of, and
hold each of them harmless agamst any and all Losses for or in. respect of Taxes actually
incurred by, imposed upon, or -assessed agalnst ‘GPM or’ ‘thie- Surv1vmg Corporation as a
result of or relating to the Tax liability of the Company: for-any period ending on or
before the Effective Date, to the extent that the. Company has not made due and sufficient
accruals for such’ Taxes on its Books and Records in accordance with SAP as of the
Effective Date. '

(b) The Controllmg Shareholders will notify GPM or (if applicable) GPM will
notify the Controllmg Shareholders promptly of the commencement of any claim, audit,
examination, or other proposed change or adjustrment- by-any taxing authority concerning
any Tax or other Losses covered by Section 10 01(a) (“Tax Claith™).

{(c) The Controllmg Shareholders will furmsh GPM, or (if applicable) GPM
will furnish the’ Controllmg Shareholders promptly, with copies of all correspondence
(including, without limitation, notices, requests, explanatlons determinations, schedules,
charts, and llStS) Tecéived. from any taxing authority in connection with any Tax Claim.
The Controlling. Shareholders will have the. nght 'to approve in advance any
correspondence ‘sent to any'taxing; authonty by or.on behalf.of GPM or the Su:rvmng
Corporation with respect to any Tax.Claim to the extent such correspondence would
adversely affect the ~Controlling Shareholders’ obligations under Section 10.01(a);
provided, however, that-the Controllmg Shareholders will be deemed to have approved
any such correspondence to the extent notice their’ dlsapproval thereof is not delivered or .
mailed to GPM in accordance with. Article Thiiteen hereof with reasonable promptuess,
but in any event at least fourteen (14) calendar days before the date on which payment of
the Tax is due or, if earller at least fourteen {(14) calendar days‘before the date on which
the ability of GPM or the Sufviving Corporatlon to ‘defend dgainst the Tax Claim is
irrevocably. prejudlced

(d)  Atits option (following reasonable notice to and consultation with GPM),
*—_—_—_—d;eﬁ(;ontrolhng—Shareholders_may_contest_any_’Iiax_Clarm_on_behajf of GPM or the..

Surviving Corporation in afly legally permissible manner until such time as any payment
for Taxes or other Losses with respect to such Tax Claim is due or, upon the Controlling
Shareholders’ payment of such-Taxes and other’ Losses, may sue for a refund thereof
where permitted by apphcable Law. Except as provided in the last sentence of this
subsection, the Controlling Shareholders will control all proceedings taken in connection
with any such contest or refund su1t_ and may pursue or forego any and all administrative
appeals, proceedings, hearings, and conferénces with the taxing authority in respect of
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such Tax Claim. GPM and the Surviving Corporation will take such lawful action in

connection with the contest or refund suit as the Controllmg Sharecholders may

reasonably request in" writing from time to time; mcludmg, without limitation, the

prosecution of the contest or refund suit to a final determination, provided that (i) the

Controlling Shareholders request such action with reasonable promptness, but in all

events at least fourteen (14) calendar. days before the date on which payment of the Taxes
or other Losses are-due or become final, ‘or if earher at least fourteen (14) calendar days

before the date on which GPM’s or the Surviving Corporatlon § ab111ty to defend against

the Tax Claim is irrevocably preJud1ced (ii) a:reasonable basis exists for such contest or

refund suit, and (iii) the Controlling Shareholders acknowledge (without any

equivocation) its obhgatlons under this Section. Notw1thsta.ndmg the " foregoing

provisions of this Subsection 10.01(d), if such contest or refund suit has or may

reasonably be expected to have a material effect on the L1ab111ty of GPM or the Surviving

Corporation for Taxes with respect to any period ending after the Effective Date, then
the Controlling Shareholders and GPM and theé Sumvmg Corporatlon will jointly control

any such contest or refund suit.

10.02 . Benefit Plan Indemmﬁcatlon ‘Subject to the provisions of Article Nine, Section
10.05 and Section 10.06, the Controlhng Shareholders, Jomtly and severally, agree to indemnify
GPM and the Surviving Corporatlon in- respect of, and ‘hold .each of them harmless against, any
and all Losses resulting from or relating to (a) any fa11ure by- the Company before the Effective
Date, or any failure by the Controllmg Shareholders or any ERISA Affiliate or any Benefit Plan
fiduciary at any time, to fund or perform its. respectlve obllgatlons under any Benefit Plan or to
comply with any provisions of ERISA :the. Code or any other apphcable Law in connection with
the operation or adlmmstratlon of any, Benefit Plan; (b): any proh1b1ted transaction (as defined in
Section 4975(c)(1), of the Code or Section 405 of ERISA) occurring before the Effective Date
and involving any Benefit Plan; (c) any prohlblted transaction -occurring after the Effective Date
and involving any. Beneﬁt Plan other than any Benefit Plan adopted maintained, or sponsored by
GPM after the Effective Date; (d) any reportable event (as defined in Section 4043(b) of ERISA
and the regulations promulgated ‘by the PBGC thereunder) oceurting ; before the Effective Date
and involving any Benefit Plan; or (¢) any complete or partial termination of any Benefit Plan at
or before the Effective Date.

10.03 Other Indemmficat]on

(a) Subject to-the provrsmns of Article Nme Section 10.04, Section 10.05 and
Section 10.06, ‘the Controllmg Shareholders, Jomt]y and severally, agree to indemnify
GPM, the Surviving Corporation,” and each ‘of .their respective officers, directors, .

employees, agents and representatives (the “GPM Indemmﬁed Parties™) in respect of, and
hold each of them harmless against: =~

I any and all Losses . (other than Losses that the Controlling
Shareholders have paid: or are liable to pay to GPM or the Surviving
Corporation .pursuant to Section 10.01) resulting from or relating to any
misrepresentation, breach of warranty, or non-fulfillment of or failure to.
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perform any covenant or agreement on the part of the Controlling
Shareholders or the Company made as a part of or contained in this
Agreement the Disclosure Schedule, or any certificate delivered by or on
behalf of - the Controlhng Shareholders and the Company pursuant to
Sect10n802(cl and

ii. any and all Losses in excess of any amounts actually reserved on
the Internal Financial Statements of the Company for the period ending
December 31, 2011 resultmg ﬁ'om or relatlng to any claim (other than claims
for such actual policy benefits as are specified under life insurance policies or
annuity Contracts 1ssued remsured or underwritten by the Company) asserted
in any action, suit, mvestrgatlon or proceedmg agalnst ‘the Company or the-
Surviving . Corporahon (whether ‘as a defendant, counterclaim-or third party

- defendant, ‘intervenor,: or’ otherwise) pendmg on the Effective Date of this
Agreement ' or -arising at any time: with respect to" matters occurring before the
Effective Date whether or not such action, suit, mvestlgatlon or proceeding is
disclosed in. the Dlsclosure Schedule.

(b) Sub]ect to the prowswns of Article Nine and Section'10.04 and Section
10.05, GPM agrees to: mdemmfy the: Controllmg Shareliolders in respect of, and hold the
Controlling Shareholders ‘harmless against, any and all Losses resulting from or relating
to any Imsrepresentat:lon ‘breach of warranty, or non- fulﬁllment of or failure to perform
any covenant or agreement on the part of GPM or the Merger Sub made as a part of or
contained in this Agreement or any certificate delivered by-or for GPM and the Merger
Sub pursuant to Sect1on 8.03(b)."

10.04 Method of Asser ting Claims. All claims. for indemnification by any indemmified

party under Section 10.03. wrll be asserted and resolved as follows:
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(a) Thlrd-Paxtv Claims. In the event that,. followmg the Closmg, any
Indemnified Party. asserts a claim or - dernand for mdennnﬁcatlon or receives notice of any
claim or the commencement of any action or proceeding by any Person who is nota party
to this- Agreement or an affiliate of a. Party (a “Third-Party Claim™) for which an
Indemnifying Party would be liable ‘for ‘damages t0 an Indemnified Party under
Section 10.03; the- Indemmﬁed ‘Party. will deliver a .notice (“Claim Notice™) to the .
Indemnifying Party within th1rty (30) days after learning of such Third-Party Claim (or
within such shorter time as may be necessary to give the mdemmfymg party a reasonable

_opportunity. to.respondimanddefenisuchl‘hnd.liarty Clarm)Mdemmf;ang,Party

shall have the right, upon written notice to the Indemnified Party (the “Defense Notice”)

within fifteen (15) calendar days after. receipt of the Claim Notice from the Indemnified

Party, to conduct at its own expense the defense against such Tlnrd—Party Claim in its

own name, or, if necessary, in the name of the Indemnified Party. The Indemnified Party

shall take all reasonable action necessary to preserve the rights and defenses of the .
Indemnifying Party until the earlier of: (i) the date the Indemmfymg Party has assumed

the defense of such Third-Party Claim; or (ii) fifteen (15) calendar days after the

Indemnifying Party’s rece1pt of the Defense Notice.




i. In the event that the Indemnifying Party shall fail to give the
Defense Notice, it shall be deemed to have elected not to conduct the
defense of the subject Third Party C1a1m and 'in such event the
Indemnified Party shall have' the' right to conduct such defense in good
faith and- -compromise. and settle the clalm without prior consent of the
Indemnifying Party and the- Indemmfymg Party will be liable for all
Losses paid or incurred in connectlon therew1th

ii. In the event the Indemmfymg Party eIects to conduct the defense
of the subject Third Party Claim pursuant to’ this Section 10.04(a), the
Indemnified Party will cooperate with' and ‘make “available to the
Indemnifying Party such assistafice and materlals -as may be reasonably
requested by it, all at ‘the expense of the Indernmfymg Party, and the
Indemnified Party shall have the right at its: OWT expense to participate in
the defense assisted by ‘counsel of its own . choosmg, provided that the
Indemmﬁed Party shall have the right t6 ‘compromise and settle the claim
only with. the:: :prior’ written consent of the: Indemmfymg Party, which
consent shall be ‘granted at the sole’ dlscretlon of the Indemnifying Party.
Without . thie prior *written consent .of -the.. Indemmﬁed Party, the
Indemmfymg Party will not enter into. any “settlement of any Third Party
Claim or cease to defend agamst such Third. Party Claim if, pursuant to or
as a result of such settlement or cessat1on (A) injunctive or other equitable
relief - would be 1mposed against the - Indemmﬁed Party;, -or (B) such
settlement -or cessatlon would lead to hablhty or create any. financial or
other obhgatlon on the part of the Indemmﬁed Party for' which the
Indemnified Party is- not entitled to mdemmﬁcatlon hereunder; or (C) such.
settlement includes' a written adrmssmn of guilt or liability. The
Indemmfylng Party. shall not be entitled to control and the Indemnified
Party shall be entitled to have sole control over, the defense or settiement
of any Th1rd Party Claim to. the extent-that such ‘Third. Party Claim seeks
an order, m]unctlon or other eqmtable rehef agamst thé Indemnified Party

“which, . if ‘successful, could’ materlally .interfere with the business,
operations, assets, condition (financial or. otherwise) or prospects of the

~ Indemnified Party. -If an offer is made to settle a Third Party Claim, which .
offer the Indemmfymg Party is perrmtted to settle under this
Section;10.04(a), and the Indemmfymg Party desires to accept and agree

“to such offer, the: Indemmfymg Party, will give -written notice to the
Indemnified: Partv to that effect.. If the- Indemmﬁed Partv fails to consent

to such offer within tlurty 30 calendar days after its receipt of such
notice, the Indemnified Party may continue.to contest or defend such
Third Party Claim and, in such evernt, the maximum liability of the
Indemnifying Party. for damages as to such Third Party Claim will not
exceed the amount of such settlement offer, plus costs and expenses paid
or incurred by the Indemnified Party through the end of such 30-day
period.
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iii. Any judgment entered or settlement agreed upon in the manner:
provided herein shall be binding upon the Indemmfymg Party, and shall
conclusively. be deemed to be an’ obhgatlon with respect to which the
Indemnified Party is entitled to prompt indemnification hereunder.

(b)  Direct Claims. It is the: 1ntent of the Parties hereto that all direct claims for
indemnification hereunder by an- Indemmﬁed Party against any Indemnifying Party
which do not constltute Third Party Claims (“Direct Claims™) shall be subject to and
benefit from’the térins of this Section 10.04(b). In the event any Indemnified Party
should have a Dlrect Clalm against: any. Indemmfymg Party hereunder, the Indemnified
Party will notlfy the Indemmfymg Party with reasonable promptness of such Direct
Claim by the Indemmﬁed Party spec1fy1ng the nature of and specific basis for such
Direct Claim and-'the amount or ‘the estimated amount of such Direct Claim (the
“Indemnity Notice”), ‘and the: Indemnifying Party will have a period of thirty (30}
calendar days within wh1c:h to. d1spute or satlsfy such Dlrect Claim. If the Indemmfymg
Party has t1me1y dlsputed such claim, the Indemmfymg Palty and the Indemnified Party
agree to proceed in: good falth to. negotiate a_resolution.of such dispute, and if not
resolved through negotiations, “or if the- Indemmfymg Party does not so respond to the
Indemnity Notice within sich tlurty (30) calendar day penod ‘the Indemnifying Party will
be deemed to have: rejected such Direct Claim, in‘which event the Indemnified Party will
be free to pursue such remedies as may be’ avallable to the Indemnified Party under this
Agreement or otherwisé.

(c).  Failure to Give Timely Notice. A failuré by an Indemnified Party to give
timely, complete or accurate notice as provided in this Section 10.04 will not affect the
rights or obhgatlons of any Party hereunder except and only to the extent that, as a result
of such failure, any Indemmfylng Party entitled to receive such notice was deprived of its
right to recover payment under its appllcable insurance- coverage or was otherwise
damaged as a result of such failure to give timely notice.

10.05 After-Tax"Loss'és.‘ “With respect to the indemnification agreements set forth in
this Article Ten, the Controlling '-Shareh'oldefs and GPM agree that:

(a) the amount of any Tax refund actually recelved and the amount of any
Tax reduction actually realized by GPM or the Surviving Corporatlon after the Effective
Date as a result of Losses- (including w1thout limitation Taxes) for which any
indemnification payment has been ‘made or is then due. by the Controlling Shareholders
pursuant to’ Section:10.01 or :10:02 hereof will be promptly paid to the Controlling

Shareholders or offset against damages-then owed by the Controlling Shareholders to
GPM or the Surviving Corporation hereunder; and

(b)  the amount of any Tax refund actually received, and the amount of any
Tax reduction actually realized by the Coritrolling Shareholders after the Effective Date
as a result of Losses for which any indemnifi¢ation payment has been made or is then due
by GPM pursuant to Section 10.03 hereof will ‘be promptly paid to GPM or offset against
Losses then owed by GPM to'the Controllmg Shareholders hereunder.

1558831v8 o K . .
04764-004 o !



10.06 Limitations on Indemnification. Notwithstanding the foregomg, the Controlling
Shareholders and GPM agree that (a) no Losses shall be payable to the GPM Indemnified Parties
by the Controlling Shareholders under Sections 10.01, 10.02 or 10.03(a) unless and until the
aggregate amount of Losses exceéds Fifty Thousand Dollars ($50,000.00) (the “Indemnification
Deductible™), in which event the Controlling Shareholders shall be liablé for the full amount of
Losses above the Indemnification- Deductible; and (b) the total-amount of any Liability of the
Controlling Shareholders for indemnification of Losses incurred by the ‘GPM Indemnified Parties
under this Article Ten shall be limited.to an amount equal. to the Escrow Deposit held in the
Indemnification Escrow Accou.nt plus- accrued interest thereon. GPM ‘and the Controlling
Shareholders further agree that GPM - shall be entitled to receive out of the Indemnification
Escrow Account any amount ‘due: and owing from the Controlhng Shareholders to the GPM
Indemnified Parties for mdemmﬁcanon under the terms and conditions set forth in Article Nine
and Sections 10.01 through 10.04, and the terms: and cond1t10ns of the Escrow Agreement, up to
the amount of the Escrow Deposit and any accrued. interest thereon, and such Escrow Deposit,
and the amount remaining, from time,to time, in’the Indemnificdtion Escrow ‘Account, shall be
deemed the sole an exclusive source of payment of such amounts of indemnification due and
owing by the Controllmg Shareholders to the GPM Indemnified Parties, and to the extent that
there is a balance remammg in the Indemmﬁcatlon Escrow Account upon the expiration of the
periods specified in Section 9.01 (and the' GPM Indemnified Parties do not have any pending
Indemnity Notice against the Controlllng Shareholders that has not, .yet been-paid or settled), the
amount of such remaining balance shall be paid to the Exchange Agent for distribution to the
Controlling Shareholders. -If there is an Indemnity Notice outstandmg at the expiration of the
time periods specifiéd in Sectlon 9.01, then (notwithstanding such time period), the balance
remaining in the Indemnification’ Escrow Account shall not be: pald until the resolution of such
outstanding Claim. :

ARTICLE ELEVEN
' COSTS

11.01 Commission. The, Controllmg Sharehiolders- w1ll be responsible, jointly and
severally, .for any broker’s commission, finder’s fee or. similar payment owed to Robert D.
Shapiro and The Shapiro Network Inc. " engaged by the Company in connection with the
transaction contemplated by tlus Agreement :

11.02 Expenses. Each of. the Partles shall pay all costs and expenses. incurred or to be
incurred by it in negotiation and prepanng this Agreement and in carrying out the undertakings,
obligations and other transactions contemplated by this Ageement including the payment of any
filing fees associated with the Regulatory ‘Approval contemplated in Section 1 01(a).

ARTICLE TWELVE
TERMINATION AND REMEDIES

12.01 Permitted Tefnaination. Any Party may, on or before the Effective Date,
terminate this Agreement, without liability to any other Party:

1558831v8 -
04764-004




(a) By mutual written consent of the Parties, or by either GPM and the Merger
Sub, on one hand, or the Company and the Controlling Shareholders, on the other hand, if
the conditions set forth in Article Five have not been satlsﬁed -as of the Effective Date;

(v) By GPM and the Merger Sub 1f GPM and the Merger Sub delivers to the
Controlling Shareholders and the Company a notice of terrnmatlon prior to the expiration
of the period for review of the Dlsclosure Schedule prov1ded under Section 15.07 of this -
Agreement. ‘ '

() By GPM and the Merger Sub, 1f any of the conditions prowded for in
Article Six of Agreement have not beeri met and have not’ been waived in writing by
GPM and the Mérger Sitb on or before the Effectlve Date or

(d) By the Controlling Shareho]ders and the Company, if any of the
conditions provided for in :Article’Seven of this- Agreement have not been met and have
not been waived in, writing' by the Contro]hng Shareholders and the Company on or
before the Effectlve Date, -

In the event of- termmatmn or abandonment by any Party as’ prov1ded in this Section 12.01
- written notice shall forthw1th be given to the .other Party and ne1ther Party shall have any
Liability to the other hereunder exeept such Liability as rnay anse as a result of a breach hereof,

12.02 Return of Doeuments and Nondisclosure. If this Agreement is terminated for
any reason pursuant to- SCCthIl 12 01, each Party shall return all documents -and material which
shall have been furnished. by or ol beha]f of the other Party.

12.03 Attorneys Fees and Costs. If 4 any proceedmg is brought for the enforcement of
this Agreement, of because of an “alleged dispute, ‘breach; default; or- nnsrepresentatlon in
connection with any of the' provisions of this’ Agreement the successful or prevailing Parties
shall be entltled to recover réasonable attomeys fees and other costs incurred in that action or
proceeding, in addition to any other rehef to which it or they may be entitled.

ARTICLE THIRTEEN
NOTICES

13.01 Notices. All notices, requests, demands, and other communication under this
Agreement shall be in writing and shall be’ deemed to have been duly given on the date of service
if served personally on the Party to whom notice is’ to be ‘given, or on the second day after

mailing if mailed to the Party to whom notice-is to be given, by-first class mail, registered or .
certified, postage prepaid, or on the first day after being -sent by facsmnle transmission or
commercial courier. All notices sent by mail or commercial courier or via facsimile transmission
shall be addressed as follows: '

If to the Company, to: North Coast Life Insurance Company
: Attni Robert J. Ogden, President
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P.O. Box 1445 f
Spokane, WA 99210-1445
Facsimile: (509) 747 8569

With a copy to: ‘ C Randall|Dag‘skin
Attn: -Douglas J. Siddoway, Esq.
601.W. Riverside Ave., Suite 1500
. Spokane WA 99201
Facsumle (509) 624-2528

If to the Controllmg Shareholders to:* North Coast Life Insurance Company
: Attn: Robert J. Ogden '
P.0. Box 1445 .
Spokarie, WA 99210-1445
‘Facsimile(509) 747-8569

With acopyto: Timothy J.Giesa, Esq.
B .+ Reed'& Glesa,'P'S‘
222 North Wall Street, Suite 410
-Spokané, WA 99201 .~
Facsimile: (509) 838-6341

If to GPM or Merger Sub: Government Personnel Mutual Life
' I Insurance Company
- Attn: Peter J. Hennessey 111, CLU, FLMI
Chairman, Pre51dent & CEO
2211 N.E. Loop 410
PO Box 659567
‘San Antomo, Texas 78265-9567
Facsimile: (210) 357-2216 '

With a copy to: | - - Thompson, Coe, Cousms & Irons, LLP
o Attention; David D. Knoll, Esq.
701 Brazos Street, Suite 1500
Austin; Texas 78701
'Facsimile: (512) 708-8777

Any Party may change its address for purposes of this Section by giving the the other Parties written .

notice of the new address in the manner set forth above _

ARTICLE FOQRTEEN
GOVERNING LAW
14.01 Govemmg Law. This Agreement shall be construed in accordance with, and

governed by, the Laws of the State of Washmgton w1thout regard to its conflicts of Laws
principles. The: Partles agree that any action, su1t or proceedlng at Law, in equity or otherwise .

1558831v8
04764-004




which in any way arises out of or relates to this Agreement or the transact]ons contemplated
hereby may be brought in Spokane County, Washington, and all objections to personal -

jurisdiction and venue in any action, suit or proceeding so .commenced are hereby expressly
waived by the Parties hereto.-

ARTICLE FIFTEEN
MISCELLAN EOUS PROVISIONS

15.01 Severablhty If any‘provision of ﬂ'LIS Agreement is held invalid or unenforceable
by any court of final _]Ul'lSdlCthIl it is the intent of the Parties. that all other provisions of this
Agreement be construed to remain fully valid, enforceable and binding on the Parties.

15.02 Definitions. Capltahzed terms used in ttns Agreement and not otherwise defined
herein shall have the meanings- spemﬁed in Exhibit B. Unless the context othermse requires, (a)
references in this Agreement to the: singular number shall’ mc}ude the plural, and the plural
number shall include -the: smgular “(b) words denotmg gender shall include the masculine,
feminine and neuter; (c) the words “hereof,” “herein” and “hereunder” and words of similar
* import refer to this Agreéement as a whole and not to any particular pr0v1s1on of this Agreement;
(d) unless otherwise spec:lﬁed all Article and Section references pertain to this Agreement, and
are for purposes of conveniénce _only, and shall not be ‘decmed to constltute a_part of this
Agreement or to affect the- meamng or-interpretation of this Agreement in any way; (¢) the term .
“or’ means “and/or;” and (f) the: phrase “ordinary course of busmess and consistent with past
practice,” refers to the busmess and practlce ‘of the Company.

15.03 Entire Agreement Tlus Agreement and the Anc111ary Agreements set forth the
entire agreement and understandlng of the Parties with respect to the transaction contemplated .
herein, and supersede all pnor agreements arrangements, and understandings related to -the
subject matter hereof '

15.04 Successors and Assngns All terms, provisions, covenants, representations,
warranties and condmons of thlS Agreement shall be binding. upon and inure to the benefit of and
be enforceable by the Partles hereto an the1r respectlve successors and assigns.

15.05. Modification. This Agreement may be amended modified, superseded or
canceled and any of the tenns prcmsmns covenants, representatlons warranties, and conditions
hereof may be waived, only by written 1nstrument executed by all of the Parties hereto, or, in the
case of a waiver, by the Pa.rty walvmg compllance -The fatlure of any Party at any time or times -
to require performance of any pfovision hereof shall in'no: manter affect the right to enforce the

- ——— —same: No-waiver byany?artynfanrcmtd]tmnrorthebreachnofany*term*prowsmnfcovenam,
representation, or warranty contamed in this Agreement, ‘whether by conduct or otherwise, in any
one or more incidents, shall be constriied as a filrther or continuing waiver of any such condition
or breach, or waiver -of any other condition or of the breach of any other term, provision,
covenant, representation or warranty

15.06 Counterparts. This Agreement may be executed simultanieously in two or more
counterparts, each of which shall’ be deemed an. orlgmal but all. of which together shall constitute
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one and the same agreement.

15.07 Disclosure Scheédule. The Company and the Controlling Shareholders agree to
deliver to GPM and the Merger Sub a bound record dated 4s of the date of this Agreement
containing full and complete copies of all documents, lists, descnptlons, exceptlons and other
information and materials as Tequired under the Schedules referred to in this Agreement (the
“Disclosure Schedule”) not later than ten (10) Business Days- after the date of execution hereof,
which Disclosure Schedule is to be attached to this Agreement and mcorporated herein for all
purposes. 'From time to time prior to the Effective Date, but in no event later than three (3)
Business Days prior to the Effective Date, the Company ‘and. thie. Controllmg Shareholders may
supplement or amend the Disclosure Schedule delivered in connection herewith with respect to
any matter which, if existing or occurnng at or pnor to the date of this Agreement, would have
been required to have been set forth or described: in such Drsclosure Schedule, and which has
been rendered inaccurate or incomplete thereby.. GPM and the Merger Sub shall have the right
to extend the Effective Date for up to seven (7) Business Days ‘to review the amended or
supplemented Disclosure Schedule.. -GPM and the Merger Stb may, within seven (7) Business
Days after the delivery of the Disclosure Schedule or any supplements or amendments thereto,
terminate this Agreement if, in its sole opinion; matters disclosed therein result in a Material
- Adverse Change in the Business or Condition of the Company, a.nd such matters are not resolved

to the satisfaction of GPM and the Merger Sub,

15. 08 Public Announcements All notices to third parties and all other publicity
conceming the transactions contemplated by this Agreement shall be jointly planned and
coordinated by and among the Paities. No Party shall act unilaterally in-this regard without the
prior written approval of the others; however, this approval shall not be unreasonably withheld.
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Executed this___ day of ,2012.

 NORTH COAST LIFE INSURANCE
- COMPANY |

By:

Robert J. Ogden, President

CONTROLLING SHAREHOLDERS:

C. Robert Ogden

Robert J. Ogden

Douglas H. Ogden

David M. Ogden

R.J. MARTIN MORTGAGE COMPANY

By:

Name: .C. Robert Ogden
Title: President

W. 1116 RIVERSIDE PARTNERS

By:

Name: C. Robert Ogden
Title: Managing Partner
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GOVERNMENT PERSONNEL MUTUAL

LIFE INSURANCE COMPANY

By:

Peter J. Hennessey 111, CLU, FLMI]
Chairman, President & CEO

GPM MERGER CORPORATION

By:

Peter J. Hennessey 111, CLU, FLMI
.President ‘

B T T
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EXHIBIT A

ARTICLES OF MERGER
.OF. -
DOMESTIC CORPORATIONS

Pursuant to the provisions of the Washmgton Busmess Corporatlon ‘Act (RCW 23B.01.010
et seq.), the unders1gned corporations hereby submit the followmg Atticles of Merger for filing for
the purpose of merging GPM. Merger Corporation (hereaftet “GPMer”), a ‘Washington corporation,
with and into North Coast Life Insurance Company (hereafter “NCL”), a  Washington corporation.

ARTICLE L

The Merger Agreement pertaining to the metger of GPMet with and- into NCL is attached
hereto as Exhibit A. :

ARTICLE II

The Merger Agreement (and the merger specified “therein) . was approved by the sole
shateholder of GPMer by unafimous written consent dated . ' -, 2012 and by two-thirds
of the shareholders of NCL at:a Speclal Meeting of the Shareholdets of NCL held on

__, 2012. As of such date] 10,000 shares of common stock’ of GPMer were outstanding and
1 ,500,000 shares of common stock of NCL were outstanding.

DATED as of the day of , 2012.

GPM Merger Corporation
a Washington corporation .

By:

Peter J. Hennésséj' 111, its President

North Coast Life Iﬁéurﬁhce Company
a Washington corporation

By:

Robert J. Ogden, its President
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EXHBIT B

DEFINITIONS OF TERMS

“Affiliate” shall. mean -any.- Person that drrectly, or indirectly through one or more
intermediaries, controls, is controlled by, o is under common control with the Person specified.

“Agreernent” shall mean this Plan and Agreement of Merger together with the exhibits |
and the Disclosure Schedule attached hereto and the: Ancrllary Agréements and other documents

to be executed and dellvered respectrvely by the Controllmg Shareholders the Company, GPM
and/or the Merger Sub pursuant hereto

“Ancillary Agreements” shall have the meamng ascn'oed to that term 1n the preamble of
this Agreement. :

“Annual Statement” shall mean any annual statement of the Company filed with or

submitted to the insurance. regulatory authontles ini-the State of Washmgton on forms prescribed
or perrmtted by such authontles

“Articles of Merger” shall have' the meaning ascribed to that. term in Section 1.01(b) of
this Agreement, and shall be substantrally in the form of Exhlblt A

“Assets and" Propertles” shall mean all assets or properties of every kind, nature,
character, and description (whether teal, personal -of mixed whether tangible or intangible,
whether absolute, .accriied, contmgent fixed, or otherwise, and. wherever situated) as now
operated, owned, or leased. by a specrﬁed Person, mcludmg w1thout limitation cash, cash
equivalents, secuntres ‘accounts and notes; receivable, real estate,’ equlpment furniture, fixtures,
insurance or annurtres in force goodwrll and going- concem value '

“Benefit Plans“ shall mean all' Employee Pension Benefit Plans all Employee Welfare
Benefit Plans, all stock bonus, stock ownerslup, stock option stock purchase, stock appreciation
rights, phantom stock and other stock plans (whether. quallﬁed or; nonquahﬁed) and all other
pensron welfare, severance, retirement, borius, deferred compensatlon incentive compensatlon
insurance (whether life, accident and health, or other and whéther key. man, group; workers’
compensation,- or other), proﬁt shanng, dlsabrlrty, thrift, day care, legal services, leave of
absence, layoff, and. supplemental or excess benefit plans, and all other benefit Contracts,
arrangements, or procedures havmg the effect ofa plan in each case existing on-or before the

Closing Date under which the- Company is or may ‘hereafter beoorne obllgated in any manner
{including without 11m1tat10n oblrgatlons to make coritributions or other payments) and which
cover some or all of the present or former officers; directors; employees agents, consultants, or
other similar representatives prowdmg services, to or for the Company; provided, however, that
such term shall not include’ (a) routine ernployment policies and procedures developed and
applied in the ordinary course of busifiess and consistent: with- past practice, including without
limitation sick leave, vacation, and holiday policies, and (b) directors and officers liability
insurance. -
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“Best Knowledge” of any Person shall mean knowledge actually possessed by the
Person, or which should have.been obtained by or possessed by such Person in the ordinary
course of the relevant Person’s, performance of his or her duties to the Company on or before the
Closing Date. When attrrbutable to ‘the Controllmg Shareholders or the Company, Best -
Knowledge shall apply to- knowledge possessed, or thCh should have been obtained or
possessed by those Persons who-are or were executrve ofﬁcers, partners, managers or directors of
any of the Controlling Shareholders or the Compary “or" who exercised responsibility for a
principal operational- or adm1mstrat1ve funetlon ‘or departihent ; of ‘any of the Controlling-
Shareholders or the. Company in the ordmary course of . the- relevant Person s performance of

duties on behalf of any of the Controllmg Shareholders or the’ Company at any time prior to the
Closing Date. :

“Books and Reoords” shall mean all accountlng, ﬁnancral reportmg, Tax, business,
marketing, corporate, and other ﬁles documents instruments, papers, books, and records of a
specified Person, including’ w1thout lnmtatlon ﬁnanclal Statements budgets projections, ledgers,
journals, deeds, titles, pohcles manuals mmute books; stock .certificates and books, stock -
transfer ledgers, Contracts,’ ﬁanclnses perrmts, agency lists, pohcyholder lists, supplier lists,

reports, computer files, retr1eva1 programs operatmg data or plans and environmental studies or
plans. _ ‘

“Business Day”. shall’ fhean a’ day other than Saturday,. Sunday, or any day on which the
principal commercial banks located, in- the City of Spokane Washmgton are authorized or
obligated to close under thé Laws of. the State of Washington..*

“Business or Cond1t10 shall mean the organization, exlstence -authority, capitalization,
business, hcenses condmon (ﬁnanc1al or otherwrse), cash ﬂow management sales force,

surplus, reserves, L1ab111t1es or Assets and Propert:res of a specrﬁed Person

“Claim Not:ce” shaIl mean wrrtten notification .of a Third Party Claim by and

Indemnified Party to an Indemmfymg Party pursuant to ectlon 10. 04(a[, enclosmg a copy of all
papers served, if any.

“Closing” and shall have the meanmg ascrlbed to that term in Seetlon 8.01 of this
Agreement. :

“Code” shall mean the Internal Revenue Code of 1986, as amended (mcludlng without
limitation any successor code), and the rulés and- regu]atrons promulgated thereunder.

“Common Share Merger Prlce shall have the_meamng‘-ascnbed to, that term in Section |
1.02 of this Agreement. ' T

“Company” shall mean North Coast Life Insurance Company, a stock life insurance
company organized under the laws of the State of Washmgton :

“Company Common. Shares shall have the meaning ascribed to that term in the
preamble of this Agreement, C : '
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“Contract” shall mean any agreement, lease, sublease, license, sublicense, promissory
note, evidence of indebtedness, insurance policy, annuity, reinsurance agreement, reinsurance
treaty, or other contract or commititient (whether written or oral).

“Controlling Shareholders‘?’. shall mean the indiyidua] Persons and entities identified as
“Controlling Shareholders” on the signatute pages of this"Agreement.

“Converted Common Shares” shall have the meaning ascribed to that term in Section
1.03 03 of this Agreement. -

“Defense Notice” shall have the meaning asctibed to that term in Section 10.04(a) of this
Agreement. : ‘ '

“Direct Claim” shall have the meamng ascnbed to that term in Sectlon 10.04(b) of this
Agreement.

“Disclosure Schedule” shall mean the bound record dated as of the date of this
Agreement, furnished by the’ Company and the Controlling - Shareholders to GPM pursuant to
Section 15.07 of this Agreement, and- contammg all lists, descnptlons exceptions, and other
information and materials as are requ1red to be mcluded therein pursuant to this' Agreement.

“Dissenting Shares” shall have the meamng ascribed to that term in Section 1. 03(b} of
this Agreement.

“Effective Date” shall’ have the meaning ascribed to that term in Section 1. Ol(b) of this
Agreement. ‘

“Effective Time” shall have the meaning ascnbed to that term-in Sectlon 1 01(b) of this
Agreement.

“Employee Pensron Beneﬁt Plan” shall mean. each employee pensmn benefit plan
(whether or not insured), as deﬁned in Section 3(2) of ER]SA which is or was in existence on or -

before the Closing Date and to Wthh the Company is or may hereaﬁer become obligated in any
manner as an employer. :

“Employee Welfare Benefit Plan” shall mean each employee welfare benefit plan
(whether or not insured), as defined in Sectlon 3(1) of ERISA; which is or was 'in existence on or
before the Closing Date and to, WhJCh the Company is or may hereafter become obligated in any

manner as an employer

“ERISA” shall mean the Employee Retlrement Income Security Act of 1974, as amended
(including without limitation any successor act), and the rules.and regulations promulgated
thereunder.

“Escrow 'Agent” shall have the meaning ascribed to that term in Section 2.6(c) of the
Subscription Agreement.
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“Escrow Agreement” shall meaning the escrow agreement enteried into by the Controlling

Shareholders, GPM and the Escrow Agent pursuant to Section 2.6(c) of the Subscription
Agreement.

“Escrow Deposit” shall have the meaning ascribed to that term in Section 1.03(a) of this
Agreement. '

“Exchange Agent” shall have the meamng ascribed to that term in Section 1.03 of this
Agreement.

“Financial Statements” shall have the meamng ascribed to that term in Section 2.08 of
this Agreement. :

“GAAP” shall mean - generally accepted accounting “principles, consistently applied
throughout the specnﬁed penod and'in-the nnmedlately pnor comparable period.

“GPM” shall mean- Government Personnel Mutual Life Insurance Company, a Texas
mutual life insurance company.

“GPM Indemnified Partles” shall have the meanmg ascnbed to that term in Section
10.03(a) of this Agreement

“GPM Shares” shall have the meaning “ascribed to that term in the preamble to this
Agreement. :

“Indemnification Deductible” shall have the meaning ascribed to that term in Section
10.06 of this Agreement.

“Indemmﬁcahon Escrow Account” shall have the meaning ascribed to that term in
Section 1.03(a) of this Agreement

“Indemnified Party’ shall mean 2 Person claiming mdemmﬁcatmn under Section 10.03
of this Agreement.

. “Indemnifying Party” shall mean a Person agamst whom clanns of indemnification are
being asserted under Section- 10 03 of thlS Agreement ‘

“Indemnity Notice” shall have the meaning ascnbed to that term-in Section 10.04(b) of
this Agreement. :

“Internal Financial Statements” shall mean the Financial Statements described in Section
2.07(b) of this Agreement.

“IRS” shall mean the United States Internal Revenue Service or any successor agency.

“Law” or “Laws” shall mean all laws statutes, ordinances, regulations, and other
pronouncements having the effect of law in the United States of America, any foreign country, or -
any domestic or foreign state, province, commonwealth city, country, municipality, territory,
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protectorate, possession, court, tribunal, agency, government, department, commission,
arbitrator, board, bureau, or instrumentality thereof.

“Letters of Transmittal” shall have the meaning ascribed to that term in Section 1.03(a) of
this Agreement.

“Liabilities” shall mean all debts, obligations, and other liabilities of a Person (whether
absolute, accrued, contingent, fixed, or otherw1se 'or whether due or to become due).

“Lien” shall mean any. mortgage, pledge assessment, security interest, lease, sublease,
lien, adverse claim, levy, charge or .other encumbrance of any kind, or any conditional sale
Contract, title retention Contract or ‘other Contract to-give or to refrain from giving any of the
foregoing.

“Loss” or “Losses” shall mean any and all monetary darnages Liabilities, fines, fees,

. penalties, interest obligations, deﬁc1encres, losses, reductions-in ‘value of asséts or increases in

reserves, financial statementadjustments, costs and expenses (including without limitation
punitive, treble, or other exemplary or extra contractual damages amounts paid in settlement,
interest, court costs, costs of i mvestlgatron fees and expenses of attorneys accountants, actuaries,
and other experts, and other - ‘expenses of lltlgatton or of any claim, -default, or assessment)
sustained by any Person who is,d Party to or entitled to mdemmﬁcatlon under th1s Agreement or
one or more of the Ancrllary Agreements

“Material” or “Matenal Adverse Effect” shall mean any condition, change or effect (or
series of related conditions, changes or ‘effects) that mdlwdually or in the aggregate is
substantially or 51gmﬁcant1y different from the usual and customary norms of the. condition
specified, or which is substant1a]ly or srgm.ﬁcantly -adverse ‘to. (i) ‘the business, operations,

condition (financial or otherwise) or results of operations -of the Person spec1ﬁed (ii) the

validity or enforceability of this Agrecment or (iii) the ability of either of: the Parties to perform
their obligations under- this Agreement Without - 11rmt1ng the generahty of the foregoing, a
cha.nge or effect will not bé deemed “Material” in a financial sense unless it has, individually or
in the aggregate, a finaricial 1mpact of $50,000.00 or more,

“Merger” shall have the meanmg asenbed to that term in the prearnble to this Agreement.

“Merger Price” shall have the meaning ascnbed to_that term in Section 1.02 of this
Agreement. '

“Merger.Sub” shall mean GPM Merger- Corporatlcn a ‘corporation formed under the laws
~ “of'the State of Washmgton as a wholly-owned'su sub31d1ary of GPM.

“Merger Sub Shares” shall have the r_:neamng ascribed to that term in the preamble to this
Agreement.

“Merging Corporations” shall have the meamng ascribed to that term in the preamble to
this Agreement. : .
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“Monthly Statement” shall have the meaning ascribed to that term in Section 2.07(b) of
this Agreement.

“Notice” shall mean the notice of a Special Meeting of the shareholders of the Company
as described in Section 4.01 of this Agreement

“Outstanding Common Shares shall .have the meamng ascribed to that term in the -
preamble to this Agreement, '

“Party” or “Parties” shall mean the Controlling Shereholders, the Company, GPM and the
Merger Sub, md1v1dua11y or oollectlvely

“Person” shall mean any natural person, eorporatlon general -partnership, limited
partnership, proprletorshlp, trust, union, association, court, -tribunal, agency, government,
department, commission, self-regulatory orgamzatlon arbitrator, board, burean, instrumentality,
or other entity, enterprise, authority, or business organization.

“Quarterly Statement” shall mean any SAP quarterly statement prepared by the Company
filed with or submitted to the instirance regulatory authority i 1n 1ts state of domicile on forms
prescribed or permitted by such authority.

“RCW?” shall mean the Re\qsed Code of Washington, as the same shall be amended from
time to time. . .

“Regulatory Approval” shall have the meaning ascribed to that term’in the preamble to
this Agreement.

“SAP” shall mean the accounting practices required or permitted by the National
Association of Insurance Commissioners and the insurance regulatory authorities in the State of
Washington, consistently applied throughout the specified penod and in the unmechately prior
comparable period.

“SAP Statements” shall mean the Annual Statements, Quarterly Statements, and other
financial statements and- presentatlons of the Company prepared in accordance with SAP and
delivered to the Purchaser pursuant to e1ther of both of Sections 2.07 and 4.06.

“Shareholders’ Agreement” shall have the meamng ascribed to that term in the preamble
to this Agreement.

Agreement.

“Subscription Agreement” shall have the meaning ascnbed to that term in the preamble
to this Agreement.

“Surviving Corporation™ shall have the meaning ascribed to that term in the preamble to
this Agreement.
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“Taxes” shall mean all taxes, charges, fees, levies, or other similar assessments or

Liabilities, including without limitation income, gross receipts, ad valorem, premium, excise,

real property, personal property, ‘windfall profit, sales, use, transfer, licensing, withholding,

employment, payroll, Phase III, and, franch13e taxes and Guaranty Fund assessments imposed by -

the United States of Amenea or any state, local, or forelgn government or any subdivision
agency, or other similar Person of the Umted States or any such government; and such term shall
include any interest, firies; penaltles assessments OF. addmons to tax resulting from, attributable
to, or incurred in connection w1th any “$uich: tax’ or any contest or dlspute thereof.

“Tax Claim” shall -have-the meamn'g ascrlb‘ed toitin Section.10.01(b) of this Agreement.

“Tax Returns” sha.ll mean any report, return or other mformatlon required to be supplied
to a taxing authority in connectmn with Taxes.

“Third-Party Claun” shall have the meanmg ascnbed to that term in Section 10.03(a) of
this Agreement.
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Loan #

40075100
90245100
990075100
40045101
289025100
901305100
90385100

Name .
Delgado, Lazaro dnd Maria. TX.
Jomes, Louise . . ' AL
North, Karen . D
Scott Brown/Kimberly Cox TX
Henderson, Curtis = WA
Pollard, Susie” ~ AL
Tillman, Rosie . AL

Totals

Rate of

Interest

10.000%
8.5000%

1 10.250%

8.000%
9.000%
8.500%
7.500%

Principal

. Balance .
2/29/2012

$ 8320

- 18,881
50,982
11,170
21,214
27,421

. 26,442

$164,430

Sales
Price

$ 8320

18,831

50,982
1,000
21,214
2,742
2,644

$105,783

EXHIBIT C

% of
Balance

100%
100%
100%
9%
100%
10%
10%
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FORM OF SHAREHOLDERS’ AGREEMENT

[Attached.]

EXHIBIT C




NORTH COAST LIFE INSURANCE COMPANY
SHAREHOLDERS’ AGREEMENT
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NORTH COAST LIFE INSURANCE COMPA.?NY
SHAREHOLDERS’ AGREEMENT

This North Coast Life Insurance Company Shareholders’ Agreement (the “Agreement”) is made
by and among North Coast Life Insurance Company, - a. Washmgton corporation (the
“Corporation™), .and certain holders of the” comimon- stock, - par value $3.01 per share (the
“Common Stock”) of the Corporatlon 1dent1ﬁed on the signature page hereof (individually a
““Shareholder” and collectively the “Shareholders”) ‘The Corporation and the Shareholders are

collectively called the “Parties”. -

The Shareholders own the number of shares of Common Stock of the Corporation that are set
forth opposite their respective names on the signature page hereof ‘which, as of the date hereof,

in the aggregate represents 92. 2% of the issued and' outstandmg -shares of Common Stock of the
Corporation.

The Parties desire to promote their mutual interests ‘and the respect1ve interests of the
Corporation and the Shareholdeérs by i imposing- certain restnctlons and obligations on themselves
and the shares of the Common Stock of the Corpora'non held by them.

NOW, THEREFORE, in conmderatlon of the premlses, the agreements.set forth herein and other
good and valuable con51derat10n the receipt and- Sufﬁc1ency of whlch are hereby acknowledged,
the Parties agree as follows:

ARTICLE ONE
DEFINITIONS

As used in this Agreement, the following terms shall have the follov(r'ing res_p_ective meam'ngs:

“Common Stock” means ‘all the issued and outstandmg shares of common stock, par
value $3.01 per share, of the Corporation which are currently owned, directly or indirectly,
beneﬁc1a11y and of record, by the Shareholders. All references’in this| Agreement to Common .
Stock that is ownéd by a Shareliolder who is married ‘also ‘includes any community or other
interest of the Shareholder’s spouse in that Common Stock N

“Disposition” means any d1rect or mdu'ect sale assxgnment -transfer, gift, pledge,
mortgage or other encumbrance or any other. transfer, conveyance or other disposition of the
Common Stock or any 1nterest therein,, whether- voluntary or involuntary, including but not
limited to transfers or other dlsposmons occasioned by, resulting from or, in connection with

_death, divorce, seizure, levy, foreclosure, operatlon of law, judIClal 'proceeding, -judgment or

order.

“Family Member” means the spouse of a Sharcholder, any parent of the Shareholder or
any lineal descendant of the Shareholder (whether natural born or adopted).

“Involuntary Event” means any actual:

(A)  bankruptcy or insolvency of, or a551gmnent for the benefit of creditors by, a
Shareholder;
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(B) institution of legal proceedings because or by reason of the bankruptcy or
insolvency of a Shareholder, unless the proceedmgs are dismissed within ninety (90) days
after institution;

(C)  appointment of a receiirer for all or any part of a Shareholder’s Common Stock;

(D)  levy by a creditor or claimant upon any shares of Common Stock that are held by
a Shareholder or any- other executlon, seizure or sale of any Common Stock (or any
interest therein) by legal process if it is determmed by- legal counsel for the Corporation
that the levy, execution, seizure or sale is made ift: good faith and based upon a bona fide
claim; or

(E) any other 1nvoluntary Disposition of all or any part of a Shareholder’s Common
Stock by operation of law or otherwise, other than by reason of a Shareholder’s death, the
death of a Shareholder’s spouse or. thé divorce or annulment of the marriage of a
Shareholder and a Shareholder 's Spouse <

“Permitted Dlsposmon means to- the extent permitted by apphcable law, any of the
following:

(A) The acqmsmon of a community interest in Common Stock of a Shareholder by
the spouse of that Shareholder but only if the spouse has executed a Consent to this
Agreement or a counterpart of this Agreement to ev1dence the spouse’s agreement that
his or her community interest is bound by the terms of tb.lS Agreement or

(B) A Disposition by a Shareholder of all or any part of his Common - Stock to a
Family Member, prov1ded that the Common Stock so drsposed shall ‘continue to be
subject to all of the terms-and provisions of this Agreement as though it was held by the
disposing Shareholder and each ‘transferee Family Member, prior to the Disposition,
executes and dehvers to the Corporation an Adoption Agreement in substantially the
form attached hereto as Exhibit A, or any other form: satisfactory'to the Corporation; or

(®)] A Disposition by a Shareholder of all or any part-of his Common- Stock to a trust -
of which the Shareholder is a primary beneficiary, provided'that. the Common Stock so
disposed shall continue to be subject to all of the terms and provisions of this Agreement
as though it was held by the disposing Shareholder, .prior-to the Disposition, and the
trustee executes and delivers to the COI'pOI'atIOIl an Adoptlon ‘Agreement in substantially
the form attached hereto as Exhlblt ‘A, or any: -other forin satisfactory to the Corporatlon '

(D)  Any agreement necessary to effect any Permitted Disposition will be prepared by
counsel to the Corporation and paid for by the disposing Shareholder.

“Permitted Transferes” means any transferee of Common Stock pursuant to a Permitted
Disposition. '

“Regulatory Approval” means the approval of the Insurance Commissioner of the State
of Washington for any acquisition of shares of Common Stock by the Corporation or any other
regulatory authority with respect to the transachons oontemplated in this Agreement.
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“Selling Shareholder” means any of the following persons |se111ng Common Stock
pursuant to the terms of this Agreement as applicable:

(A) a Shareholder;
(B)  adeceased Shareholders :Esta_te;
(C) the distributees of a deceased Shareh()lder’ s Estate; or

(D)  the attorney in fact or personal representatrve (if one is appointed) of a Disabled
Shareholder. :

“Shareholders™ means the ongmal Shareholders executing this' Agreement and any other
persons who shall hereafter own ‘Common’ Stock in the Corporatlon and ‘who shall become
parties to this Agreement. A’ Shareholder shall 1nclude a trust to which a Permitted Disposition
has been made. Whenever a Shareholder ceases to-own any Common Stock, he shall cease to be
a Shareholder and shall’ have no further nghts under this Agreement

" ARTICLETWO |
GENERAL RESTRICTION ON DISPOSITION OF STOCK

2.1  Disposition of Common Stock Restricted. Each Shareho]der agrees that he or it
shall not, directly or mdn‘ectly, make any Dlsposmon of all or any ‘part of the Common Stock
that is now owned or that may hereaﬁer be acqurred by it or him or. make any Disposition of any
right or interest in its or. his shares of Common Stock wrthout compllance with the terms of this
Agreement. : :

2.2  Disposition Without Compliarice. Any DlSpOSlthll made by a Shareholder of any
Common Stock other than i in- comphance with the terms of this Agreement shall be null and void.
The Corporatlon shall not fecognize or give effect to that Dlsposmon on its books and records or
recognize any person to whom a. transfer has been made as the legal or beneficial holder of the
transferred Common Stock-unless all of the Shareholders and- the Corporatlon consent in writing
to the waiver of the applicable réquirements.

23  Notice of Restrictions. Upon execution of tlus Agreement, each Shareholder shall
have placed upon the certificates representlng its or his’ shares of Common Stock the legends that
are set forth in Article Eleven of this Agreement Each Shareholder shall retain the right to vote
the Shareholder’s Common Stock: and to Teceive any dividends pald on such shares of Common
Stock until such shares of Cornmon Stock are soldor transferred as provided in this Agreement.

24  Permitted Dlsposmons A Shareholder may make a Permitted Disposition of all
of any portion of its or his Common Stock withiout complymg with Article Three of this
Agreement. However, all Permitted Transferees shall. take subject to the terms and conditions of
this Agreement and shall become parties.to this Agreement by executmg an Adoption Agreement
in substantially the form attached hereto as Exhlblt A or any other form satisfactory to the
Corporation.
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ARTICLE THREE
VOLUNTARY TRANSFER

3.1  Notice of Intention to Transfer. If any Shareholder (the “Offering Shareholder’)
desires to make any D1sposmon (other than a Permitted Dlsposmon or a Disposition governed by
Atticle Four, Article Five, Article Sixor Article Seven of this Agreement) of all or any part of its
or his Common Stock (collectlvely, the “OQnon Shares™), the Shareholder shall first give notice
(the “Offer to Sell”) of its or his intention . to the Corporation-arid’ ‘the other Shareholders. In
addition to containing an offer to sell the Optlon Shares in- accordance with this Article Three,
the Offer to Sell shall state ‘the followmg

{(a) the total . number of Option Shares avallable for purchase by the
Corporation (Sllb_] ect to Regulatory Approval) and the: other Shareholders;

(b)  the date .and‘a descnp__hon of the event which constitutes the Offer to Sell,
including the name and business and residence addresses of the proposed transferee; and

(c)  the amount of any consideration and all the other terms of the proposed
transfer. '

3.2  Corporation’s- F1rst Option to Purchase. For sixty (60) days after actual receipt of
the Offer to Sell (the “First Penod”), and subject to Regulatory Approval the Corporatxon shall
have the option to purchase all or any portion of the Option Shares for-the purchase price that is
determined in accordance with Section 3.5 of this Agreement. The Corporatlon may exercise its
option by giving noticé” w1t111n the First Period of the exercise of its option to the Offering
Shareholder and the other Shareholders '

3.3  Shareholders’ _Secondary Options to Purchase. If the Corporation does not
exercise its option to purchase-all of the Option Shares, or if the Corporation is unable to obtain
Regulatory Approval for such purchase each of the other Shareholders shall have the option for
thirty (30) days after the énd of the First- Penod (the “Second Period”) to purchase their pro rata
portion of the Option Shargs that were not purchased by the Cotporation, for the purchase price
that is determined in accordance -with Section 3.5 of this Agreement. A Shareholder may
exercise this option by giving notice within the Second Period of the exercise of this option to
the Offering Sharcholdér, the other Shareholders and the Corporation.

3.4  Options w1th Respect to Unaccepted Option Shares. 'If any Shareholder does not
exercise its or his option to purchase its ‘or'his full proportionate share of the Option Shares, the
. __unaccepted Option_ Shares _may.| be. nurchased pro-rata by the other Shareholders by giving notice
of exercise of the option within an addmonal fifteen (15) day period (the “Third Period”).

3.5  Terms of Purchase. The purchase price for each of the Option Shares purchased
under this Article Three shall be determined under Article Eight of this Agreement and the terms
of payment shall be those that are specified in Atticle Nine of this Agreement. The closing of
the purchase and sale of the Option Shares purchased under this Article Three shall take place
within forty-five (45) days after receipt by the Offering Shareholder of notice from the last of the
purchasing parties of the exercise of the option(s) to purchase the Option Shares.
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3.6  Effect of Non-Exercise of Options. The Corporation (subject to Regulatory
Approval) and the other Shareholders must, in the aggregate, purchase all of the Option Shares
or forfeit their options. If the purchase options granted under Section 3.2, Section 3.3 and/or
Section 3.4 of this Agreement are not exercised with respect to all the Option Shares, then the

Offering Shareholder shall be free to transfer all, but not less than.all, of the Option Shares for a

period of twenty (20) days following the end of the Third Period, (thé “Fourth Period”) to the
person named in the Offer to ‘Sell. Any such transfer shall - be upon the same terms and
conditions stated in the Offer to Sell.  If no transfer is made within the Fourth Period or the
Offering Shareholder reacquires all.or any portion of the- Opnon Shares after the transfer, the

Option Shares shall remain subJect to the terms of this- Agreement as if no Offer to Sell had been
made.

ARTICLEFOUR
DEATH OF A SHAREHOLDER

4.1  Mandatory Purchase Upon Death Upon the- death of a Shareholder (the
“Deceased Shareholder™), his spouse (if any) and his Estate shall have the option to require the
Corporation to purchase, (subJect to Regulatory’ Approval) ‘all. the: Common Stock which the
Deceased Shareholder owned. at his death. The Corporation shall have the option to purchase
any Common Stock distributed- from the Deceased Shareholder’s Estate to a'person who is not a
Family Member. -

4.2  Terms of Purchase. The purchase price for the-Deceased Shareholder’s Common
Stock shall be determined under Article Eight of thig Agreement and the terms of payment shall
be those that are specified in''Article Nine of ‘this- Agreement SubJect to the receipt of
Regulatory Approval, the closmg of the purchase and sale of the Deceased Shareholder’s
Common Stock shall take place within ninety (90) days- following the Deceased Shareholder’s

date of death, or, if later, thirty. (30) days following the quahﬁcatlon ofa personal representative

of the Deceased. Shareholder s Estate.

43  Proceeds of Life Insurance. Notw1thstand1ng the terms of payment provided in
Article Nine of this Agreement if the Corporation receives ‘any proceeds of a life insurance
policy on the life of thé Decedsed Shareholder, that portion of the insurance proceeds that are
actually received by the- Corporahon and not pledged or payable to a creditor of the Corporation
shall, subject to the receipt of any. Regulatory Approval, be applied to the payment of the
purchase price of the Deceased Shareholder’s Common Stock required to be purchased under
Section 4.1, above. Any proceeds in excess of the purchase price of the Deceased Shareholder’s
Common Stock shall be the property of the Corporation.

ARTICLE FIVE :
TERMINATION OF MARIT AL RELATIONSHIP

5.1  Mandatory Purchase. If the marital relationship of a Shareholder is terminated by
divorce or annulment or by the death ofa Shareholder’s spouse and the Shareholder does not
succeed to all of his spouse’s commumty or other interest in his Common Stock, the Shareholder
shall purchase all of his spouse’s mterest in hi§ Common Stock and his spouse (or her estate)
shall be obligated to sell all of'the’ spouse < intérest in this Commion Stock to the Sharcholder.
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52  Terms of Purchase. The purchase price for the Common Stock shall be
determined under Article Eight of this Agreement. The terms of payrnent shall be those that are
specified in Article Nine of this. Agreement, except that any prormssory note given in full or
partial payment of the purchase price. shall be unsecured. The purchase and sale of Common
Stock shall ‘take place no later than’ thirty (30) days after the decree of divorce or annulment
becomes final or ninety (90) days after the date of the spouse s death (or, if later, thirty (30) days
after the qualification of a personal representatlve of the’ spouse’s estate), as the case may be.

5.3  Shareholder’s Faﬂure to Purchase If the Shareholder fails, for any reason, to
purchase all of his spouse’s‘intérest'in his Common Stock within the applicable time period, the
Corporation, subject to Regulatory Approval shall have the optlon to purchase all of the interest
of the Shareholder’s spouse for.the same price and upon the same terms that are available to the
Shareholder under Section 5.2. If the Corporatlon does not exercise its ‘option to purchase all of
the interest of the Shareholder’s spouse; or if the Corporatlon is unable to obtain Regulatory
Approval for such purchase each of the other Shareholders shall have the option to purchase its
or his pro rata portion of the interest-of" the Shareholder’s spouse that is not purchased by the
Corporation, for the same price and: iipon.the same term§ that are available to the Shareholder
under Section 5.2. Any portion of the spouse’s interest not’ purchased under this Article Five
shall continue to be subject to the terms of this Agreement.

_ ARTICLE SIX
INVOLUNTARY EVENTS

6.1  Notice-of Involuntary Event. Prior to or immediately upon the occurrence of any
Involuntary Event with respect to a- Shareholder, the Shareholder so affected shall give notice to
the Corporation’ descnbmg the nature of the Involuntary Event, the name of the person or persons
causing or proposing to cause the Involuntary Event and the détails of any proposed transfer of
Common Stock as a result of thie Involuntary Event.

6.2  Purchase Upon Involuntary Event. Upon the occurrence of an Involuntary Event
with respect to a Sharéholder, or, if. earlier, upon receipt by the. Corporation of the notice
required by Section 6.1 of th1s Agreement and subject to Regulatory Approval, the Corporation
shall purchase, and the Shafeholder with respect to whom the Involuntary Event has or is
expected to occur, or that Shareholder’s legal representative, successor or purported transferee,
shall sell, all the shares of Common: Stock of the Shareholder for the price that is determined
under Article Eight of this Agreement. The purchase and sale provided for herein shall take
place as promptly as possible after the occurrence of the Involuntary Event or after the
Corporation receives notice: of the Involuntary Event. If the Corporation does not purchase all of
- the-shares of Common-Stock-of'the-Shareholder;or- fails-to- obtain-Regulatory-Approval-for-such———-- -
purchase, then the other Shareholders shall have the option to purchase its or his pro rata portion
of such shares. The purchase price shall be paid to the Shareholder or his legal representative,
successor or purported transferee, as the case may be, upon the terms that are set forth in Article
Nine of this Agreement, except that any promissory note given in full or partial payment for a
Shareholder’s Stock shall be unsecured.
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ARTICLE SEVEN
VOTING OF SHARES IN MERGER

7.1 Shareholder Agreement to Join in Voting of Shares in-Favor of Merger.
Contemporaneously with the execution of this Agreement, the Corporation and the Shareholders
have entered into a Plan and-Agreement of Merger (the “Merger Agreement”) pursuant to which
a wholly owned subsidiary of Government Personnél Mutual Life: Insurance Company, a
Shareholder (“GPM”), will be mierged with and into the Corporatlon with the Corporation as the
survivor of such merger (the “Merger”). The Merger is subject to' receipt of Regulatory
Approvals, and the affirmative vote of two-thirds of the holders of shares of Common Stock of
the Corporation. The Board of Directors of the Corporation has approved the Corporation’s
execution of the Merger Agreement, and recommended thit the holders of the shares of Common
Stock of the Corporation approve the Merger. Each Shareholder agrees-that, upon receipt of any
required Regulatory Approvals, when the Board of Directors calls a special meeting of the
shareholders of the Corporation to vote on the Merger Agreement and the Merger, such
Shareholder will vote “for” and in favor of the Merger Agreement and the Merger.

7.2 Exchange of Common Stock in Connection with Merger. The Shareholders
(other than GPM) may exercise their right to exchange their shares of Common Stock in
consideration of the receipt of the Common Share Merger Price (as defined in the Merger
Agreement) free of any restrictions on transfer set forth in this Agreement.

. ARTICLE EIGHT
DETERMINATION OF THE PURCHASE PRICE

8.1 Voluntary Transfers. With respect to any purchase of Common Stock pursuant to .
Article Three of this Agreenient, the purchase price for an Offer to Sell given within two (2)
years from the effective date of this Agreement or execution, date of an Adoption Agreement (as
appheable) shall be the lesser of (i) the purchase price paid by the Shareholder upon the original
issuance of the shares of Common Stock to such Shareholder, (ii) the purchase price contained in
the Offer to Sell, or (iii) the fair market value of the Common Stock determined in accordance
with Section 8.3 of this Agreement An Offer to Sell given after.two (2) years- from the date of
this Agreement or execution date of an Adoption Agreement (as appllcable) shall be the lesser of
(i) the purchase price contained in'the Offer to Sell, or (ii) the. fair market value of the Common
Stock determined in accordance with Section 8.3 of this Ag_reement

8.2  Death, Termination of Marital Relationship, or Involuntary Event. With respect
to any purchase of Common Stock pursuant to Article Four, Article Five and Article Six of this
“~——Agreement; the-purchase-price-shall-be the-fair-market value-of the- -Common-Stock-determined-in—
accordance with Section 8.3 of this Agreement.

8.3  Determination of Fair Market Value. For purposes of this Agreement the “fair .
market value” of the Common Stock being purchased shall be determined by the mutual
agreement of the Selling Shareholder and the Corporation or remaining Shareholders. If the
Selling Shareholder and the Corporation or remaining Shareholders do not agree on the fair
market value of the Selling Shareholder’s Common Stock within fifteen (15) days after the date
of the event triggering the purchase and sale of such shares of Common Stock or the receipt of
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1
the Offer to Sell, as the case may be, the fair market value of the Selling' Shareholder’s Common
Stock shall be determined by appraisal that takes into account any tax cost of selling assets to
fund the purchase price.

(A) The Selling Shareholder and the Corporation or a majority in interest of the
remaining Shareholders shall, within fifiéén (15) days following the expiration of the
time for mutual agreement;’ agree on the appomtment of a qualified appraiser (“Qualified
Appraiser”), who shall be a professional appraiser- quahﬁed by experience and ability to

" appraise the shares of the Corporatlon but who shall be mdependent of all parties.

(B) If the Selling Shareholder and the Corporation.or a ma]onty in interest of the
remaining Shareholders cannot agree on the appointment of a.qualified appraiser, then
the Selling Shareholder ‘and the. Corporatlon or:a ma]onty in intérest of the remaining
Shareholders shall each des1gnate a quahﬁed appraiser v within ﬁfteen (15) days following
the expiration of the time for jointly appomtlng a quahﬁed appraiser under Section
8.3(A). Then, within fifteen. days those appraisers shall jointly appoint a third qualified
appraiser mutually acceptable to them and who shall then be the Qualified Appraiser.

{F)  The Quallﬁed Appralser sha.ll determine the falr market value of the Selling
Shareholder’s Comimon - Stock- ‘within sixty (60) days followmg the expiration of the
applicable period for h1$ appomtment

(G) If only one of the parties-designates a qualified appraiser-under Section 8.3(A),
above, that appraiser shall be the'Qualified Appraiser and shallidetermine and provide a
written opinion on the fair market value of ‘the Sellmg Shareholder s Common Stock
shall be conclusive: and .binding: on the Selling Shareholder and the Corporation or
remaining Shareholders.” :

(H) The fees and expenses of the Qual1ﬁed Appraiser shall be divided equally
between the Sellmg Shareholder and the Corporanon or remaining Shareholders,

)] The Qualified Appra1ser shall make an mdependent appra.lsal and the value so
determined shall be - coriclusive and binding on the Selling Shareholder and the -
Corporatlon and remammg Shareholders. ,

84  Date of Valuatlon “For purposes of any appraisal requlred to determine the
purchase price of any Common Stock under;this. Agreernent, the purchase price of the Common
Stock shall be determined as of ‘the’ last ‘day of the month preceding the date of the event
triggering the purchase and sale. of the Cornmon Stock or the receipt: of the Offer to Sell, as the

case may be,
ARTICLE NINE '
PAYMENT OF THE PURCHASE PRICE

9.1  Terms of Payment. Except as othermse specifically provided in this Agreement,
the parties may mutually agree to the terms of payment; otherwise, the following terms of
payment shall apply to any purchase and sale of Common Stock under this Agreement:
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(B) Form of Payment. The purchase price shall be paid at the closmg, at the option
of the purchaser, either in cash or other immediately available funds or by the execution
of a Promissory Note or a combination of cash or immediately available funds and a
Promissory Note. The principal amount of any Promissory Note given in full or partial
payment for any Common Stock-shall be payable in no more- than five (5} equal annual
installments, with the first installment to be due on or before one (1) year after the closing
date. Accrued interest shall be due and payable with each installment. This obligation
shall be evidenced by a Prormssory Note subject to. the. tefms of this Agreement which
shall provide for: (i) mterest 'on the unpald prmc1pal balance at-the applicable federal rate;
(ii) the right to prepay.principal in whole or in part without penalty; (iii) the Promissory
Note to be secured by & security interest in the Comimon Stock that is purchased; and (iv)
acceleration of the entire unpaid. principal balance plus accrued interest if an event of
default remains uncured for thirty (30) days after actual recelpt of written notice by the
maker(s) of the Prormssory Note. ‘The applicable federal rate shail be the annual mid-
term rate published by the IRS for purposes of Sectlon 1274(d) of the Internal Revenue
Code for the month of the Closing.

(C)  Limitation on- Annual Payment by Corporatlon Notwithstanding the above,

the aggregate payments by the Corporation for any year. pursuant to-this Agreement shall
not exceed F1fteen Percent (15%) of the Corporation’s aﬁer tax net income for its most
recent fiscal year. If this lumtauon shall reduce the payment schedu]ed to be made by the
Corporation in any year, the avallable amount shall be- prorated to each of the shares of
Common Stock being purchased and:any unpaid portion of an installment shall be added
to the subsequent. year’s installments and shall-continue. to bear'interest. If the purchase
price has not -been fully paid at the end of five (5) years 'due to this limitation, the
repayment schedule shall be extended from year to year until the purchase price has been
fully paid. x

(D)  Collateral. - Any Promissory Note executed. in connection with a purchase of
Common Stock under this Agreement shall be secured'by a pledge of the Common Stock
being purchased and the execution and delivery of a Secu.nty ‘Agreement.

(E) Transfeér of Stock on Books and Records. Upon delivery of the cash and any
Promissory Note by the pm‘chaser certificates in proper form for transfer, representing
the Common Stock purchased, shall be delivered to the Corporatlon along with any
required instruments. of transfer so- that the Cominion’ Stock can be transferred on the
books and records of the Corporatlon ‘The Sellmg Shareholder’s tight to receive
dividends or vote-the Common Stock termiinates upon the. ténder of the total purchase

whether the certificates- have been’ dehvered to the Corporation- for transfer,

(F) Delivery of Certificates. When the Common Stock so purchased has been
~ transferred on the books and- records of the Corporat1on the Common Stock shall be
delivered by the Corporation elther (1) du'ectly to the purchaser if payment was made
entirely in cash; or (ii) to the Selhng Shareholder, to be held as collateral security for
payment of the Promissory Note, subject to the Secunty ‘Agreement, If the purchaser is
other than the Corporatlon the purchaser shall be entitled to vote the Common Stock so
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acquired and to receive any dividends payable thereon, except during the continuation of
an “Event of Default” as that term is defined in the Security Agreement. Upon payment

of the last installment.of the.purchase price, all the Common Stock that has been held as

security shall be delivered. to the purchaser. If an Event of Default as specified. in the

Security Agreement remams uncured for. th1rty (30):days after actual receipt of written

notice, thé secured party shall have the right to sell-and transfer the Common Stock held

as collateral security at a publi¢ or private sale and without 4 Court order, to bid for and
purchase the Common Stock at any public or private sale and to pursue any other remedy

provided in the Securlty Agreement

(G) Compliance With Agreement and Securities Laws. No transfer of Common
Stock shall be made on the books and records of the Corporation unless and until the
Corporation has received: evidence satisfactory to counsel. for the Corporation that the
‘terms of this Agreement and all’ appllcable federa.l and state securities laws have been
complied with.

9.2 Insufficient Surplus. 'If the Corporation exercises any option or is obligated to
purchase Common Stock under th15 Agreement when the Corporatlon does not have sufficient
surplus to permit it to lawfully purchase all the Common Stock which it is obhgated to purchase,
the Shareholders (and/or their legal representatlves) shall, subJect to any Regulatory Approvals,
promptly take measures to vote their respective shares of Common Stock to change the stated
capital of the Corporatlon or take any other steps that maybe appropnate or necessary to enable
the Corporation to lawfully’ purchase and pay for all the Common Stock that is to be purchased
by the Corporation, ‘If the Corporatlon is nevertheless unable to purchase all ‘of the Common
Stock that is to be purchased by the Corporation, or is unable to obtam Regulatory Approval to
change its stated capital, the ob11gat1on of the Corporation with respect to the Common Stock
which the Corporation is unable to purchase shall be abated until the Corporation is able to do so
lawfully.

93  Offset of Shareholder’s Obligations to the Corporation. Notwithstanding the
provisions of Section 9.1 of’ thig: Agreement the Corporation may offset the amount of any -
obligation that is due or owmg to the Corporation by the Selling - Shareholder aga.tnst any
amounts that are:due or owmg under this Agreement by the Corporatron to the Selling
Shareholder.

' ARTICLE TEN
CLOSING

10.1 Place of Closing. Unless otherwise agreed by the applicable Parties, the closing
~+ e 0f-the-sale-and-purchase-of-any-Stock- shall take- place- at the prmc1pal office-of-the-Corporation-

10.2 Postponement of Closmg Date.- If a determmatlon of the purchase price of any
Common Stock to be transferred is required to be made by appralsers under Article Eight of this
Agreement, the closing shall take place on the next regular business day following ten (10) days
after the date on which the appraisers file their final determination of the value of the Common
Stock, if that day is:later than any of the dates specified herein.
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10.3 Delivery of Documents. Upon the closing of the sale end purchase, the selling
and purchasing parties shall execute and deliver to each other all documents which are required
to carry out the sale of any Common Stock under this Agreement including the payment of cash

and/or the execution and delivery. of the . Promissory Note and Security Agreement, and the

assignment and delivery of Comimon Stock certificates endorsed in blank or accompanied by

duly executed stock powers.

104 Release of Liens. If the Selling Shareholder is a Deceased Shareholder’s Estate,
the Personal Representative of the Deceased Shareholder’s -Estate shall also furnish to the
purchaser a Certificate: D1scharg1ng Property Subject to Estate Tax Lien (I.R.S. Form 792) which
specifically refers to theCommon Stock and, if necessary, a Certificate of Release of Federal
Tax Lien (I.LR.S. Form 669), or any equlvalent documentation. that w111 ¢nable the purchaser of a
Deceased Shareholder’s Common Stock to. confirm that the’ Common Stock is not encumbered
by a federal tax lien. To the “extent available under applicable state law, the Personal
Representative shall also furnish to the purchaser a release or waiver of lien for all state
inheritance taxes, ’

: ‘ ARTICLE ELEVEN
LEGENDS ON STOCK CERTIFICATES

Upon the execution of this Agreement all certificates of Common Stock which now are or may
hereafier be owned by the Shareholders shall be surrendered to the Secretary of the Corporation
and shall be endorsed as follows

(A)  On the face of .the certificate: “SEE REVERSE FOR RESTRICTIONS.”
(B)  On the back of the certificate: “THE SHARES OF STOCK REPRESENTED BY

THIS CERTIFICATE ARE SUBJECT TO A SHAREHOLDERS’® AGREEMENT
DATED EFFECTIVE AS OF 5 , A COUNTERPART OF

WHICH IS ON. FILE AT THE PRINCIPAL PLACE OF BUSINESS OF THE
CORPORATION A COPY OF THE AGREEMENT WILL BE FURNISHED BY THE .

CORPORATION TO THE RECORD HOLDER OF THIS- CERTIFICATE WITHOUT
CHARGE UPON WRITTEN REQUEST FROM THE RECORD HOLDER.”

. ARTICLE TWELVE
AMENDMENT AND TERMINATION

12.1 Amendment. This Agreement may be amended only by a written agreement that -

is-signed by the Corporation-and-all- Shareholders thennowmng Common Stock-subject-to-this
Agreement.

‘ 12.2 Termination. This Agreement shall terminate upon the occurrence of any of the
following events:

(A)  The bankruptcy, receivership, voluntary or involuntary dissolution (unless the
charter is subsequently reinstated) of or assignment for the benefit of creditors by the
Corporation;
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{B) The written agreement of all the Shareholders and the Corporatlon to terminate
this Agreement; =

(C)  One (1) Shareholder. becoming the owner.of all of the issued and outstanding
shares of the Common Stock that are subject to the Agreement; or

(D)  The consummation of the Merge'r of the Corporation with a subsidiary of GPM.

12.3  Effect of Termination on Existing Rights. ‘'The termination of this Agreement for
any reason shall not affect any nght or rémedy existing on the effectlve date of termination of
this Agreement. Upon termination of this Agreement the Sécretary of the Corporation shall,
upon tender of the certificates for the Common Stock, delete the legend endorsed thereon
pursuant to Article Eleven of this Agreement.

ARTICEE THIRTEEN
MISCELLANEOUS

13.1 Specific Performance The Parties recognize that it is impossible to measure in
monetary terms the damages which would accrue to a party by reason of a failure to perform any
of the obhganons under- this Agreement. Therefore, upon the breach of this Agreement by any
party, the other Parties shall be entitled to the specific perfonnance of this Agreement. If any
party to this Agreement (or his legal representat]ve) institutes any action or proceeding to enforce
the terms of this Agreement, each of the Parties waives the claim or defense that the party has an
adequate remedy at law, and none of" the Parties (or their representatlves) shall urge in any action
or proceedmg the clalm or defense that an adequate remedy at. law exists.

132 Void Transfers. If any Common Stock is transferred otherwise than in
accordance with the terms of this Agreement, the transfer shall automaticaily be void. The
Corporation may hold .and refuse to transfer any Common Stock or any certificate -therefore
tendered to the Corporation for transfer, in-addition to and w1thout prejudice to all other rights or
remedies which may be available to the Corporation.

13.3  Agreement by Transferees. Any Common Stock transferred to any person other
than the Corporation shall continue to be subject to all of the terms of this Agreement. Each
transferee (and his or her spouse) shall, prior to the transfer, execute and deliver to the
Corporation a valid and binding agreement to that eﬁ'ect which is satlsfactory to the Corporahon

134 Warranties and Representatlons Each Sharcholder, upon the execution of this '
__Agreement and upon the delivery. of any certificates representing his Common Stock pursuant to

this Agreement, warrants and represecnts that: (i) he has all-right, title, and interest in the shares
evidenced thereby, free and clear of any lien or encumbrance; (ii) his shares of Common Stock
are not subject to any prior agreement of any type; (iii) he has full right to subject his shares of
Common Stock to this Agreement; and (iv) he has not done or permitted anything to be done to
his shares of Common Stock which would prevent this Agreement from being fully effective
with respect to that Common Stock.

13.5 Legal Construction. If any provision that is contained in this Agreement is held
by a Court of competent jurisdiction to be invalid, illegal or unenforceable in any respect for any

Shatcholders’ Agreement - Page 12 of 12
1569383v)
04764-004



reason, the invalid, illegal or unenforceable provision shall not affect any ‘other provision of this
Agreement and this Agreement shall be construed in all respects as 1f the invalid, illegal or
unenforceable provision had never been contained herein.

13.6 Revocation of Prior Agreements. This Agreement and the attached exhibits
supersede all other prior understandmgs and agreements, either oral or in writing, between the
Parties with respect to the subject matter hereof and constitute the only agreement between the
Parties with respect to this subject matter.

13.7 Headings. The headings that are used in this Agreement are for reference and

convenience purposes only andfde not constitute substantive matters to be considered in
construing the terms of this Agreement.

13.8  Gender and Number. Words of any gender used in this-Agreement shall be held
and construed to include any other gender, and words in the singular number shall be held to
include the plural, and vice versa, unless the context requires otherwise, -

13.9 Further Assurance. The Corporat1on and the Shareholders each covenant and
agree to perform any addltxonal acts and to execute and deliver any ‘'additional documents which
may be necessary to carry out the terms and purposes of this Agreement.

13.10 Washington Law to Apply. THIS AGREEMENT.SHALL BE GOVERNED BY,
CONSTRUED AND ENFORCED IN ACCORDANCE WITH THE LAWS OF THE STATE
OF WASHINGTON (EXCLUDING ANY CONFLICTS-OF- LAW RULE OR PRINCIPLE OF
WASHINGTON LAW THAT MIGHT REFER THE GOVERNANGE, CONSTRUCTION OR
INTERPRETATION OF THIS AGREEMENT TO THE LAWS OF ANOTHER STATE).

13.11 A351gnment The Parties may not sell, assign or transfer any of their rights in, to
or under thls Agreement, except as otherwise specifically provided in this Agreement '

13.12 Parties Bound. The terms of this Agreement shall apply to, be binding upon and
inure to the benefit of the Partles and thelr respective heirs; executors, -administrators, legal
representatives, successors and assigns (where ‘permitted).

13.13 Notices. Any notice, consent or other communication required or permitted
hereunder must be in writing and shall be either actually delivered or mailed by registered or
certified mail, return receipt requested postage, prepaid, addressed to the Corporation or a
Shareholder, as the case may be; at the respective address set forth below that party’s signature
line on this Agreement, or at any other address that the party to whom the communication is to

be given shall have theretofore specified by written notice given in accordance herewith. Any
notice to a Deceased Shareholder s Estate, to the legal representatlve of a Shareholder or to a
Shareholder’s spouse may be given at the address of the applicable Shareholder. Any such
notice, consent or other communication shall be deemed given when actually delivered.

13.14 Life Insurance. The Corporation and the other Shareholders may, but shall not be |
required to, apply for, purchase and maintain policies of life insurance on any Shareholder. No
insurance company which issues a policy .of insurance with respect to a Shareholder shall be a
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_party to this Agreement, nor shall the insurance company be bound to inquire into or be

chargeable with notice of any provision of this Agreement,

IN WITNESS WHEREOF ‘the Partles have executed this Agreement effective as of the
day of -, 2012,

NORTH COAST LIFE [NSURANCE COMPANY

By:

Robert J. Ogden, PreSi'He;nt

SHAREHOLDERS: _ . ' No. Shares:

C. Robert Ogden
Address:

Robert J. Ogden
Address:

Doug Ogden
Address:

David Ogden
Address:

R.J. MARTIN MORTGAGE COMPANY

1569383v1
04764004

Shareholders’ Agreement - Page 14o0f14



By:

Name:
Title:
Address:

By:

Name:
Title:
Address:

GOVERNMENT PERSONNEL MUTUAL'

LIFE INSURANCE COMPANY

By:

Peter J. Hennessey, II1 -

Chairman, Pres:dent & CEO
Address:

GPM Life Bulldmg

2211 N.E. Loop 410

PO Box 659567 "

San Antonio, TX 78265-9567.

763,017
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CONSENT OF SPOUSE TO SHAREHOLDERS’ AGI;QEEMENT

I, the undersigned, being the spouse of - , @ Sharcholder named in the foregoing -
North Coast Life: Insurance” Company Shareholders’ Agreement (the “Agreement”), hereby

acknowledge that my spouse has agreed to_ certam restrictions and obligations regarding the

shares of capital stock of North: Coast L1fe ‘Tnsurance’ .Cornpany owned by my spouse and in

which [ may have a comrnumty property or other interest. 1 hereby ‘consent that my spouse
execute the Agreement and’I- join in, -accept, and consent to the terms thereof, which I
acknowledge I have read and agree to. I agree: to execute and deliver all documents and to do all
things reasonably necessary.to carry,outland complete the purposes of the Agréement. 1 hereby
appoint my spouse as my attomey-in:fact to' represent me in' all matters with regard to the
Agreement; to bind my interests, Jomtly with the interests of my: spouse upon the execution by
my spouse of any. document relatmg to the Agreement and to do, on my behalf, all things
reasonably necessary to carry out and. _complete the’ purposes of the Agreement, all without my
further consent or authorlzatlon The foregoing appomtment is coupled with an interest and is
irrevocable. I have been encouraged to obtain separate counsel to review the Agreement and I
have either done so-or [ havé chosen not to do so in'my sole d1scretron
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“EXHIBIT A
ADOPTION AGREEMENT

This Adoption Agreement -is executed pursuant to the terms of that certain Shareholders’
Agreement dated effective as of the __dayof . . 2012, as amended (“Agreement”),
by the undersigned transferee. (“Transferee ).--By the execution of this Adoption Agreement the
Transferee agrées as follows:. .

1. Acknowledgment. Transferee acknowledges that Transferee is acqumng certain shares
of the common capital stock ‘of North .Coast Life’ Insurance Company (the “Corporation”),
subject to the terms and eondltlons of the Agreement. -

2. Agreement. Transferee. (1) agrees that shares of the capital stock of the Corporation
(“Stock™), acquired by Transferee shall be-bound by and subject to' the terms of the Agreement,
and (ii) hereby adopts the Agreement with' the same_ force and effect as if Transferee were
originally a party ‘thereto: -

3. Notice. Any notice requu'ed as penmtted by the Agreement shall be given to Transferee
at the address listed be51de Transferee s 51gnature below

4, Joinder. The Transferee agrees to cause his or her spouse, if applicable, to execute and
deliver to the COI'pOI'atIOIl consent of Spouse in the form attached to the Agreement, which shall
bind the spouse’s community interest, if any, in any shares: of Stock to the terms of the
Agreement.

EXECUTED this day of : ,2012 .

TRANSFEREE:

Address:
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EXHIBIT D

 EXHIBIT D
ESCROW AGREEMENT

THIS ESCROW AGREEMENT (the "Escrow Agreement") is entered into as of
, 2012, by and among GOVERNMENT PERSONNEL  MUTUAL LIFE
INSURANCE COMPANY, a Texas ‘mutual life ‘insurance .company (“GPM”); certain
Controlling Shareholders of . NORTH COAST . LIFE INSURANCE COMPANY, a
Washington life insurancé: company (the “Company’ ) who dre identified on the signature page of
this Escrow Agreement (the - “Controllmg Shareholders”), and WASHINGTON TRUST
BANK, a national banking: assocrat:on with offices in Spokane Washington (the “Escrow
Agent”).

RECIT‘A'LS'

A GPM and the- Controlhng Shareholders have entered into (a) a Common Stock
and Surplus Debenture Subscription Agreement dated as.‘'of May , 2012 (the “Subscription
Agreement”) and (b) a Plan ‘and Agreement of Merger dated as.of 2012 (the
“Merger Agreement”) providing for (i)-, the aoqmsltlon by GPM of 763,017 shares of the
common stock, par value $3.01 per share of the Company and a surplus debenture of the
Company in the face amount of $469,115, and (ii) the ‘merger ‘of GPM’s wholly-owned
subsidiary, GPM Merger Corporatmn a Washmgton corporation- (the- “Merger Sub”) with and
into the Company, which- sha]l ‘be the “Surviving Corporation™ of the merger, and the conversion
of each of the shares of commori: stock of the Company (other than shares owned by GPM)
outstanding at the Effectlve Tlme (as defined in the Merger, Agreement) of the merger into the
right to receive cash in the amount of the Common Share Merger Prlce (as defined in the Merger
Agreement). The Subscnptlon Agreement and the Merger Agreement are sometimes hereinafter
referred to as the “Transaction Agreements

B. In conjunction with the consummation of the transactions contemplated by the
Transaction Agreements, the Controllmg Shareholders have agreed that certain sums due and
payable to the Controlhng Shareholders. under the Transaction, Agreements be delivered to and
deposited with the Escrow Agent (the “Escrow Deposits™) in cash, representing a portion of the
Redemptron Price (as defined in'the Subscription Agreement) and'the Merger Price (as defined
in the Merger Agreernent) due ‘and payable 'to ‘the ‘Controlling Shareholders which Escrow .
- Deposits- are-to-be-held" in-:escrow.. as- security- for-the- mdemmﬁcatlon —obligations_.of .the. ..

Controlling Shareholders under the Transaction Agreements, and in accordance with this Escrow :

Agreement.

C. GPM .and the Controllmg Shareholders desire -the, Escrow Agent to hold and
dispose of the Escrow Deposits (as’ deﬁned herem) and the Escrow Agent has agreed to do so,
on the terms and conditions heremafter set forth. -



NOW, THEREFORE, in consideration of the premises and the mutual covenants
contained herein, and other good and. valuable consideration, the receipt and sufficiency of which
is hereby acknowledged, the parties hereto agree as ‘follows and the Escrow Agent is hereby
instructed to act in accordance w1th this Escrow A greement;

1. Appointment.of Escrow Agent GPM and the Controlling Shareholders hereby
appoint the Escrow Agent as €SCrow agent and the Escrow Agent hereby accepts its appointrnent
and agrees to act as escrow agent pursuant to this Escrow Agreement

2. Escrow Deposit. On or before the date of this Escrow Agreement, the Controlling
Shareholders have, in accordance ‘with*Section 2.6(c) of the SubSCl'lptlon Agreement, directed
the Paying Agent (as defined i in the Subsgéription Agreement) to"déposit; in cash, with the Escrow
Agent into an escrow account (the “Indemnification Escrow’ Account”) one—quarter (25.0%) of
the Redemption Price (as definedin the Subscnptlon Agreement) due .and payable to them in
connection with the redemptlon by . the Company of ceitain shares of Preferred Stock leld by
them; and have, in accordance with:Section 2. 6(c) of the. Subscnptlon Agreement and Section
1.03(b) of the Merger: Agreéthent, directed the Exchange Agent ‘(as defined in the Merger
Agreement) to deposit, in cash, with the Escrow Agent in the Indemmﬁcanon Escrow Account, -
on and after the Effective Date of the Merger Agreernent one—quarter (25.0%) of the Common
Share Merger Price (as deﬁned in the Merger Agreement) due' anid payable to the Controlling
Shareholders (such amounts, together with interest or other incoineearned thereon, the “Escrow
Deposit”). The Escrow Dep031t will be held by the Escrow Agent until utilized to reimburse the
Surviving Corporation and the GPM Indemnified Parties,. or to be delivered to the Controlling
Shareholders pursuant to thé terms hereof. The Escrow Agent, by its'execution of this Escrow
Agreement, hereby. aclmowledges its agreement to the recéipt of the Escrow Deposit and agrees
to act with respect thereto as hereinafter set forth.

3. Investment of Escrow. Dgposn The Escrow Agent is authorized and directed to
invest and reinvest the Escrow: Depos1t in (i) the Federated U.S. Treasury Cash Reserve Fund,
provided such fund maintains a- rating- by Moody's Investors - Service, Inc. or by Standard &
Poor's Corporation at least equal to “A”; or (ii) such other mvestrnent specifically designated
jointly in writing by GPM and the Controlling Shareholders The Escrow Deposit shall be
invested at all times dunng the. term of this Escrow Agreement except when such investments
are liquidated and cashis held _by the Escrow Agent, unrnedlately pending payment of any
amount from the Escrow Account as provided in this Escrow Agreement. GPM and the
Controlling Shareholders hereby acknowledge that, the Escrow:Agent shall not be responsible or
liable for any loss suffered in connection with any-investment of the Escrow Deposit made by it

—in-accordance with-this-Séction-3-or ‘realized-as aresult of the- hquldanon of any such-investment, —~ -~

absent willful misconduct, bad fith or gross neghgence on the part of the Escrow Agent.

4. Disbursements. All dlsbursements by the Escrow Agent of the Escrow Deposit
held by it under this Agreement shall, at the option of the recipient, be by bank or cashiers
checks or by wire transfer of lmmedlately available funds to such bank account or bank accounts
as shall be designated in writifig by the recipiént thereof.



5. Claims Against the Escrow Deposit. Pursuant to the provisions of Article Ten of
the Merger Agreement and ‘Article X of the. Subscription Agréement, the Escrow Agent is
authorized to release and dehver the Escrow Deposit held by it under this Agreement as follows:

(a) Direct” Claims. If GPM believes that the Surviving Corporatron (as
defined in the Merger Agreement) or any GPM Indemnified Party is entitled to
indemnificafion for. any Losses (as defined in the Transaction Agreements) pursuant to
either Section 10.03(a) of: the Merger ‘Agreement or Sectlon 10.3-of the Subscription
Agreement, GPM shall deliver’ contemporaneously to ‘the ‘Escrow Agent and to the
Controlling Shareholders an Indemmty ‘Notice' (as defined in the Transaction
Agreements) specxfymg the amount of any such Damages and the basis of GPM’s claim
for indemnification Wwith reasonable specrﬁc1ty to permit the Controlling Shareholders to
identify such claim and’ the ba.51s ‘therefore, in -accordance with the provisions of the
Transaction Agreement§. If the Controlhng Shareholders shatl ob]ect to all or any part of
any Direct Claim specified by GPM, the Contxolhng Shareholders will so notify GPM
and the Escrow’ Agent in writing within thirty (30) days from the date of receipt by the
Controlling' Shareholders™ of such- Indemnity Nétice from GPM. If the Controlling
Shareholders .do not Ob_]BCt to GPM’s Direct Claim wrthm ‘such thirty (30) day period,
promptly thereafter. the Escrow Agent will pay to GPM, from the Indemnification Escrow
Account, the amount-of Losses specified by GPM. in- ‘such” Indemnity Notice. If the
Controlling Shareholdeérs. shall object to GPM’s claim within such thirty (30) day period,
the Escrow Agent wﬂl continue to hold in the Indemmﬁcatron Escrow Account the
amount of the Losses specrﬁed in the Indemnity Notlee until it receives further notice
both from the Controlhng Shareholders and from GPM as-to the final resolution of the
dispute between them as to any ‘such Direct Claim, whereupon the Escrow Agent
promptly will pay to GPM, from the Indemmﬁcatron Escrow Account, that portion of the
Losses, if any, resolved to be due GPM and- the remaining’ amount of the Escrow
Deposit, if any, shall continue to-be held by the Escrow Agent or otherwise delivered in
accordance herewith. . If- any such dispute results in arbitration or litigation and is not
settled or. otherwrse resolved, the Escrow 'Agent will continue to hold in the
Indemnification -Escrow Account the amount of the Losses specified in the Indemnity
Notice and will not be required to make any delivery thereof until an Order (hereinafter .
defined) is rendered in such arbitration or hhgatlon at which time the Escrow Agent will
deliver to GPM the amount of any. award to it thereunder, and. the remaining amount of
the Escrow Deposit, if any, shall continue to be held by the Escrow Agent or otherwise
delivered in accordance hierewith.

"(by~Third=Party Claims, ~If GPM or the Surviving Corporation shall receive ————— -

notice of any Third-Party Claim (as defined in Section 10.03(a) of the Merger Agreement
or Section 10.3 of the Subscnptron Agreement) for which the Surviving Corporation or .
any GPM Indemnified Party may become entitled to indemnification pursuant to the
Transaction Agreements for any Losses, GPM shall deliver.to the Escrow Agent and the
Controlling Shareholders a written Claim Notice (as defined in the Transaction
Agreements) and a copy of any notice from such third party, specifying the amount of
any Losses believed to be due the Surviving Corporatlon or any GPM Indemnified Party
by reason of such Third-Party Claim and the basis of GPM’s claim for mdemmﬁcauon



The Escrow Agent will continue to hold in the Escrow Account the amount of no less
than the Losses as therein specified or the entire Escrow Deposit, whichever is less, until
it receives notice from GPM .and-the Controlling Shareholders as to the final resolution of
any such. Third-Party: Cla1m whereupon. the Escrow “Agent promptly will pay to the
Surviving Corporatlon or: GPM Indemmﬁed Party, from the Escrow Account, that portion
of the Damages, if any, resolved to be due the Surviving Corporation or the GPM
Indemnified Party, and the remammg amount of the Escrow Deposit, if any, shall
continue to be held by the Escrow Agent or othérwise delivered'in accordance herewith.
If any such dispute: results in arbitration or- 11t1gat10n and’ is not’ settled or otherwise
resolved, the Escrow Agent will continue to hold in the Escrow Account in the amount of
no less than the Losses as Herein prowded or the entire Escrow Depos1t whichever is
less, and will not be: requ1red to ‘make any dehvery thereof until an Order is rendered in
such arbifration or- lltlgatlon at Wh.lCh time the Escrow Agent will deliver to the
Surviving Corporation or the GPM Indemmﬁed Party from the Escrow Account, the
amount -of any award or Judgment to'it’ thereunder and the remaining amount of the

Escrow Deposit, if any, shall continue to be-held, by the Escrow Agent or otherwise
delivered in accordance herew1th ‘

(c) Final Release of Escrow Deposrt On the date that is’ two years following the
Effective Date of the Merger Agreement (the “Anmversary Date” y and provided that there are
no Direct Claims or Third: Party Clanns _pending on the Arniversary Date for which an
Indemnity Notice or Claim NOthC has been delivered to the Escrow Agent, the Escrow Agent
shall deliver to the Controlling* Shareholders ‘from the Indemmﬁcatlon Escrow Account, an
amount equal to the balance of the Escrow’ Deposit, together w1th accrued interest-thereon., If
there is any Direct Clair or’ Thlrd-Party Claim for mdemmﬁcatlon made and outstanding on the
Anniversary Date for which the Controllmg Shareholders may have an obhgat1on to provide
indemnification' to“the Surv1v1ng Corporatlon or any GPM Indemnified: ‘Party pursuant to the
Transaction Agreements the Escrow Agent shall deliver to the Controlling Shareholders, from
the Escrow Account, an amount equal to the Escrow Deposﬂ less an amount equal to-the sum of
all amounts as may be reasonably necessary 'to pay and’ satisfy all Losses specified in any
Indemnity Notice or Claim Notice that has been submitted by GPM to the Escrow Agent. Any
questions relating to the sufﬁc1ency of ‘any athount to be. retamed within' the Escrow Account .
beyond the Anniversary Date shall be Tesolved hberally in favor of GPM: Upon the payment
and satisfaction or other resolution of all D1rect Claims or Third-Party Claims pending on the
Anniversary Date' (for which an Indemmty Notice .or:Claim Notice has been delivered to the
Escrow' Agent), the balance if any, of the’ Escrow Deposrt ‘including accrued interest thereon,
shall be released by the Escrow Agent ﬁom the Indemmﬁcatlon Escrow Account and delivered

“to the Controlling Shareholders

6. Termination. Thls Escrow Agreement shall terminate, and the Indemnification.
Escrow Account shall be closed, upon’ dellvery of the entire: amount of the Escrow Deposit
(including interest thereon) in accordance herewith, provrded that the provisions of Section 8
shall survive the termination hereof.

7. Delivery of Escrow Deposit. The Controlling Shareholders will be entitled to
delivery of the Escrow Deposit solely in dccordance with the terms hereof. Except as may




otherwise be lawfully determined, no creditor of the Controllmg Shareholders will have any

rights in or to the Escrow- Deposrt so long as it remains sub_]ect to the tenns of this Escrow
Agreement.

8. Duties of the Escrow Agent, Fees. GPM agrees to- bear the cost and to pay to the
Escrow Agent the fees and expenses .set, forth on ExhlbrtA -and hereby agrees to pay or
reimburse the Escrow Agent upor request for“all expenses, dlsbursements and advances,
including reasonable attorneys fees, mcurred or made ‘by.it in connéction with carrying out its
duties hereunder.. Acceptance by the Escrow, Agent of its duties under this Escrow Agreement is
subject to the followmg terms” and condrtrons whrch the partres to this Escrow Agreement
hereby agree will govern and control the nghts, duties, 11ab111t1es pnvﬂeges and immunities of
the Escrow Agent: - -

(a) the dutles and obllgatrons of the Escrow ,Agent shall be determined solely
by the provisions of ttus Escrow Agreement and the’ Escrow Agent shall be responsrble
only for the performance of such dutles and- obligations as are specrﬁcally set out in this
Escrow Agreement '

(b)  the Escrow Agent. shall be fully- protected in acting on and relying upon
any written advrce certlﬁcate notlce ‘direction; instruction, request «or -other paper or
document which the:- Escrow Agent in good fart.h believes to  be genuirie and to have been
signed or presented by the proper party or part1es ‘and: may assume ‘that any person

purporting to give such: advrce certificate, notice, dlrectron [instruction, request or other
paper or document has been duly authorrzed to do so. The Escrow Agent assumes-no
responsibility for the accuracy’ of the recitals thereof:

(c) -the Escrow. Agent sha]l not be liable for any mrstake in fact, or law, or
otherwise, absent willful mrsconduct bad faith or gross negh gence

(d the Escrow Agent may seek the advice, of legal counsel in the event of any
dispute, arbrtratron or, questlon as'to the constructlon of any ‘of the provisions of this
Escrow Agreement or its duties hereunder, ‘and-it shall incur'no, hab111ty and will be fully
protected by GPM and the Controllmg Shareholders in respect of any action taken'
omitted or suffered by it'in good faith in accordarice wrth thé-opinion‘of such counsel;
and, :

(e) Subject to the terms and conditions- set forth in Section 9, GPM and the
Controlling Shareholders agree 0 1ndemn1fv défend. and hold the Escrow- Agent

harmless from and agamst any . ‘and all -claims, losses and 11ab111t1es arising out of or
resulting from this Escrow. Agreement (mcludmg wrthout lnrntatlon enforcement of this
Escrow Agreement), absent Wlllﬁ.ll misconduct, bad faith or gross negligence of the

Escrow Agent. : '

9. Controversy. In the event of any dlsagreement related to the Escrow Deposit or in
the event that the Escrow Agent shall ‘be uncertain. as to its’ duties or nghts hereunder or shall
receive instructions, claims, or demands from:any party hereto- which, in its opinion, conflict
with any of the provisions of this. Agreement or any rnatter involved herein or affected hereby,
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the Escrow Agent shall be. entitled at its sole option to refuse to comply with any such

instructions, claims, or demands, and its sole obligation shall be to keep safely all property held

in escrow, so long as such disagreement or uncertainty shall continue; the Escrow Agent may

refuse to make delivery of any assets in its possession to-any or all ‘of the claimants, and the

Escrow Agent shall not be 6r become liable to any claimant by reason of any failure or refusal to

comply with such conflicting instructions, claims or demands. or to deliver assets as demanded.
The Escrow Agent may continue to refuse to take any action, n'respectrve of the time which

elapses during which such chsagreement or uncertainty contmues until the Escrow Agent shall

be directed otherwise in wntmg by:

(a) authonzatlon executed by GPM, on the one hand, and the Controlling
Shareholders, on the other hand; or

-(b) an Order of an -arbitrator, appointed pursuant to the mutual written’
agreement of GPM and the Controlling Shareholders dlreohng a spec1ﬁc distribution of
all or any portion of the Escrow Depos1t or

© a certlﬁed or file-stamped copy of an Order of a court directing a specific
distribution of all or-any portion of the Escrow Deposit.

Upon receipt of any such document, the Escrow Agent shall act within a reasonable time
according to its terms, thereby bemg relieved from any duty, responsibility, or liability arising
from the disputed claim of from the terms of this Agreernent The Escrow Agent may
conclusively rely on any such wntten instructions, and shall bé fully protected and indemnified
in taking any action in relianceé- thereon. ‘All actions taken by the Escrow ‘Agent pursuant to any
court order shall be concluswely presumed to be taken in good faith. The Escrow Agent shall be
held harmless for any action taken pursuant to, and in accordance with a written order of any
court or arbitrator, even if such:order is appealable or, without the actual knowledge of the
Escrow Agent, such order has been réversed, withdrawn, or modified or is not effective for any
other reason (an- “Order”) In no event shall the Escrow Agent be reqmred to file an interpleader
or similar type of action or to defend any action orlegal proceedmg filed against it, but it may do
so in its sole discretion. The Escrow Agent is hereby authorized to petltlon theDistrict Court of
Spokane County, Washmgton or the United' States District Court:of the. Eastern District of
Washington, Division, located in Spokane, Washmgton for instructions or to interplead
the Escrow Deposit or assets so held into such court. GPM and the Controlllng Shareholders
agree to the jurisdiction of either of said courts over their persons as well as the Escrow Deposit.
GPM hereby binds and obligates itself to pay the Escrow Agent, in addition to any charge made

-~ - -—-hereunder-for-acting-as-Escrow- Agent—reasonable attorneys *fees-incurred-by-the-Escrow-Agent;—--————

and any other dlsbursements expenses,: losses, costs and damages in connection with or resulting
from all such actions referred to in thls Section 9.

10.  Resignation of Escrow Agent The Escrow Agent and any successor escrow
agent, as the case may be, may-resign.its. duties and be; drscharged from all further duties and
obligations hereunder at any time upon giving thirty (30) days’ prior written notice to GPM and
the Controlling Shareholders. GPM and the Controlling Shareholders shall thereupon jointly
designate a successor escrow agent hereunder within said thirty (30) day period, to whom the
Escrow Agent shall deliver the Escrow Depos1t In the. absence of such a joint designation of a
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successor escrow agent, the Escrow Agent shall, without further liability or responsibility, retain
the Escrow Deposit as custodian thereof until otherwise directed by GPM and the Controlling
Shareholders jointly. The Escrow Agent’s sole responsibility untll such direction shall be to
keep safely the Escrow Deposit and to deliver the same to such person or entity as designated by

GPM and the Controlling Shareholders. Upon final delivery of the Escrow Deposit, the Escrow .

Agent shall be released from any and-all liability under this Agreement.

11.  Notices. Any notice.or other communication required or permitted hereunder
shall be effective only if it is in writing and delivered personally ot sent by telecopy or mailed by
registered or certified mail, return receipt requested (air mail if to a point overseas from the point
of mailing), postage prepaid addressed as follows:

If to the Controlling Shareholders, to:

Robert J. Ogden, President

North Coast Life Insurance Company
P.O. Box 1445

Spokane WA 99210-1445
Facsimile: (509) 747-8569

With a copy (which shall not constitute noti'ce) to:

Timothy J. Giesa, Esq.

Reed & Giesa, P.S. '
222 North Wall Street, Suite 410
Spokane, WA 99201

Facsimile: (509) 838-6341

If to GPM, to:

Peter J. Hennessey I, CLU, FLMI, Chairman, President & CEO
‘Govemnment Personnel Mutual Life Insurance Company

GPM Life Building

2211 N.E. Loop 410

PO Box 659567

San Antonio, TX 78265-9567

Facsimile: (210) 357-2216

David D. Knoll, Esq.

Thompson, Coe, Cousins & Irons, LLP
701 Brazos, 1500 Austin Centre
Austin, Texas 78701

Facsimile: (512) 708-8777

If to Escrow Agent:



Washington Trust Bank

Corporate _Trust Department
Spokane, WA 78701 - . :
Attention: ) , Vice President & Trust Officer

Telecopy No.: (509) -

or to such other address as any such party may designate by notice given to the other parties and
shall be deemed to have been given as of the date received. . All notices given by telecopy shall
be promptly confirmed by the mailing (by first class’ ma.ll) of a letter in respect thereof. All
notices hereunder shall be effective on the date given if hand delivered or telecopied (subject to -
confirmation of receipt) or on the third day following deposit thereof in the U.S. mails, properly
addressed and postage prepard o

12.  Entire Agreement This Escrow. Agreement (together with the other agreements
and documents referred o herem) constitutes the entire understandmg of the parties relating to
the subject matter hereof* and supersedes all prior and conternporaneous agreements and
understandings, whether oral or written, relating to-the subject matter hereof. No assignment,
amendment or mochﬁcatlon of the terms of this Escrow Agreement shall be binding or effective
unless expressed in writing and signed by each party.

13. Goveming Law. This Escrow Agreement shall be governed by and construed in
accordance with the laws of the:State.of Washington, without regard to conflicts of law.

14, Counterparts. Th]S ‘Escrow Agreement may be executed in two or more
counterparts, each of which shall be deemed an original, and all of which together shall
constitute one and the same instrument.

15. Bmdmg Ef’fect No.Assignment; Amendment. This Agreement may be modified
or amended only by a wrmng duly executed by each party hereto. “This Agreernent shall be
binding upon the parties héreto and the1r respective successors and permitted assigns. Neither
this Agreement nor any right or obhgatlon hereunder shall be assignable by either party without
the written consent of the other ‘party hereto.

16.  Captions: Definitions. ‘The titles or captions of sections contained in this Escrow -
Agreement are inserted only’ as-a matter of convenience and for reference and in no way define,
limit, extend or describe the-scope of this Escrow Agreement or the intént of any provision

__hereof. All capitalized terms used in this.Escrow Agreement shall have the meanings given them

in this Agreement; capitalized terms used and not otherwise defined in this Escrow Agreement
shall have the meanings given them in the Transaction Agreements.

IN WITNESS WHEREOF, the parties hereto have caused this Escrow Agreement to be
" duly executed as of the date first above written. :

GOVERNMENT PERSONNEL MUTUAL
LIFE INSURANCE COMPANY

10



By:

Name: Peter J. Hennessey 1, CLU, FLMI
Title: Chau'man Pres1dent & CEO

THE CONTROLL]NG SHAREHOLDERS:

- C. Robert Ogden

‘Robert J. Ogden .

Douglas H. Ogdeh ‘

David M. Ogden

R.J. MARTIN MORTGAGE COMPANY

By:

Name: C. Robert Ogden
Title: President

W. 1116 RIVERSI])E PARTNERS

By

- Name: C Robert Ogden

Title: -Managing Partner

- ESCROW AGENT:

WASHINGTON TRUST BANK

BT




‘By:
Name: ‘
Title: Vice President and Trust Officer
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EXHIBIT E

FORM OF CERTIFICATE OF THE COMPANY AND THE CONTROLLING
' SH.AREHOLDERS .

Pursuant to the prows1ons of: Sectlon 7.3 of that certain Common Stock and Surplus
Debenture Subscnptlon Agreement dated as.of May _, 2012 (the “Agreement”) by and among
North Coast Life Insurance: Company (the “Company’ ), certain” Controlling Shareholders of the
Company (the “Controllmg Shareholders”) and Govermnment Personnel Mutual Life Insurance
Company (the "Purchaser") I, the undersigned, on behalf of the [Company][Controllmg
Shareholders], hereby certify to. the Purchaser as follows:

1. That I am the [mdmdual record owner of ___ - shares of the common stock of the

Company] [officer, partner, manager] of [enttty] and in that capac:lty have; the requisite power
and authority to execute this certlﬁcate [on ‘béhalf of the {entlty}], .

2. That, to the best of my 1nformatlon and belief, the conditions set forth in Article
VII of the Agreemént, 1nclud1ng the truth of the representations and’ warranties made by the
Controlling Shareholders and;the Company in Article TII of the Agreement as of the date hereof

and the complxance with and performance by the Controllmg Shareholders and the Company of

their respective obligations in Articles'V and VII of the Agreement insofar as they relate to the

fthe Company] [the Controllmg Shareholders] have ‘béen fully .satisfied, performed and
complied with.

IN WITNESS WHEREOF Ihave executed this Certificate this day of ,2012.
By:
Name:
Title:

ATTEST
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EXHIBIT F
FORM OF CERTIFICATE OF OFFICER OF THE PURCHASER

Pursuant to the provlsmns of Section 8.3 of that certain Common Stock and Surplus
Debenture Purchase Agreement dated "as of May _, 2012 (the "Agreement") by and among
North Coast Life Insurance Company (the “Company”’), certain Controlhng Shareholders of the
Company (the “Controllinig Shareho]ders”) and Government Personnel Mutual Life Insurance
Company (the "Purchaser") I, the. undersigned President of the Purchaser, do hereby certify to
the Company and the Controllmg Shareholders as follows:

1. That 1 am the duly clected President of the. Purchaser, and in that capacity have

the requisite power and authority to execute this certificate on behalf of the Purchaser;

2. That, to the best of my information and belief, the conditions set forth in Article
VIII of the Agreement, includifig the truth of the representations and warranties made by the
Purchaser in Article IV of ‘the Agreement as of the date hereof -and the. compliance with and
performance by the Purchaser of its obllgatlons in Articles VI and VIII of the Agreement, insofar
as they relate to the Purchaser, have been fully satisfied, performed and complied with by the
Purchaser.

IN WITNESS WHEREOF, I-heve executed this Certificate on behalf of the Purchaser this
day of , 2012,

GOVERNMENT PERSONNEL: MUTUAL LIFE
[NSURANCE COMPANY

By:

Peter J. Hennessey 111, Chairman, President & CEO

ATTEST:

Secretary




Loan #

40075100
90245100
990075100
40045101
280025100
901305100
90385100

Name

Delgado, Lazaro and‘Maria TX

Jones, Louise AL
North, Karen D
Scott Brown/Kimberly Cox TX
Henderson; Curtis WA
Pollard, Susie = AL
Tillman, Rosie ‘ AL
Totals

Rate of
Interest

10.000%
8.5000%
10.250%
8.000%
9.000%
8.500%
7.500%

Principal

Balance Sales

2/29/2012 Price

$ 8,320 $ 8,320
18,881 18,881
50,982 50,982
11,170 1,000
21,214 21,214
27421 2,742
26,442 2,644

$164.430 $105,783

EXHIBIT G

% of
Balance

100%
100%
100%
9%
100%
10%
10%





